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PREFACE

This study was requested by the Office of the Under Secretary of Defense for
Acquisition to provide an independent review of the management processes for linking
acquisition decision making with national military strategy. The management system for
strategy formulation, planning, guidance, and decisionmaking has been the subject of
numerous reviews and critiques since the Department of Defense was created in 1947,
Many long-standing concerns have been addressed in the management reforms that have
been underway since the Packard Commission met and the Goldwater-Nichols Act was
adopted in 1986. This study describes the changes that have resulted, assesses dic degree
to which recent reforms have resolved these long-standing concerns, outlines a prototype
management system consistent with the management principles established in the Packard
Commission and earlier reviews, and offers an agenda for completing Secretary Cheney's
proposed reforms to implement the Packard Commission's recommendations.

This study was conducted under coniract MDA 903 89C 0003; task order number
T-G6-678, "Linking Acquisition Decisionmaking with National Military Strategy."

The study relied, in part, on interviews with more than 50 individuals within the
Services, the Office of the Secretary of Defense, and the Staff of Congress. The authors
thank these individuals for their contribution to this study.

‘The authors also thank the IDA review panel, which provided essential guidance at
scveral stages of the study and reviewed earlier drafts of this report. The panel was chaired
by William Y. Smith, General, USAF (Ret.), and included Dr. Jacques Gansler, Andrew
J. Goodpastor, General, USA (Ret.), Professor Samuel Huntington, Dr. James G. Roche,
and William: Small, Admiral, USN, (Ret.).

Valuable reviews and comments also were provided by Mr. Seymour Deitchman,

Top

Mr. Rodney McDaniel, Mr. Philip Major, Mr, Thomas Christie, Captain Jerome Murphy,

USN, Captain Steven Wood, USN, LtCol Keith Fendcr, USA, and Dr. Leland Jordon.
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Finally, we thank our editors, Kathleen O'Boyle, Shelley Smith, and Eileen
Doherty for exceptional support, and most especially Teresa Dillard who prepared the
graphics and typed numerous drafts and the final manuscript.
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EXECUTIVE SUMMARY

The Secretary of Defense is the senior Defense Department official responsible for
developing effective, integrated military forces in support of the nation's security
objectives. The defense management system is intended to support the Secretary in this
task. This system should assist him in developing an overarching vision of needed defense
capabilities consistent with acceptable levels of risk and available resources, as well as in
overseeing the activities of the diverse and powerful component organizations charged with
implementing this vision. Since the creation of the DoD following World War 1II,
numerous reviews of the defense management system--by Presidential commissions,
independent study groups, and DoD itself--have identified improvements needed to better
integrate forces and programs through the development of stronger linkages between
decisionmaking and national military strategy. Recent attempts to incorporate such
improvements include the Goldwater-Nichols legislation (1986), the Packard Commission
(1986), and a number of internal management reforms. Secretary Cheney's Defense
Management Report to the President (DMR), issued in July of 1989, established a mandate
for implementing the Packard Commission’s recommendations.

This study takes stock of the progress toward implementing these reforms--and
offers an agenda for their completion. During 1989 and early 1990, the study team
reviewed the DoD management system as it relates to strategy and acquisition, examined
the conceptual and historical issues in this area, and interviewed current DoD managers to
determine what changes are being made in organizations and practices. This report
summarizes the analysis, findings, and recommendations of the study. The report--

»  describes a management system for planning, guidance, and decisionmaking

that embodies the Packard Commission's management principles for linking
decisionmaking with strategy.

»  assesses existing management practices and shows how needed changes can be
made within existing DoD organizations and management processes.

One general conclusion of this study is that DoD's weapon modernization programs
are linked with strategy, in the sense that each Service or DoD component designs
programs that support its roles and missions. However, the Secretary's ability to integrate
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these programs continues to be hindered by the lack of an integrated planning framework
that meshes force planning with realistic projections of defense budgets, and by the lack of
an effective linkage between planning and decisionmaking. Our findings are summarized
in the following three sections, which focus on each of the three main elements of the
management system that support the Secretary in planning and decisionmaking.

A. STRATEGY FORMULATION, PLANNING, AND GUIDANCE

In the formal structure of the DoD, the Joint Strategic Planning System (JSPS),
managed by the Chairman of the Joint Chiefs of Staff (CJCS), is intended to provide the
Sccretary with a recommended National Military Strategy. The CJCS also specifies the
military forces capable of achieving national security objectives within prescribed budget
guidelines. Drawing on this integrated planning, the Secretary develops guidance for the
military departments and defense components who manage the programs that raise, arm,
and equip these forces.

1. Strategy Formulation and Integrated Planning

In reviewing the defense management system, the Packard Commission and earlier

defense management reviews found that these planning mechanisms had not been effective
" in integrating defense programs. Service-level planning was disjointed--often dene within
the major warfare communities within each Service--and only loosely related to overall
resource constraints. Joint military planning, which could have integrated these Service
plans, traditionally focused on a large “planning force" that did not reflect budget limits
and, hence, provided the Secretary only a general strategic framework that did not closely
translate into guidance for programming and budgeting decisions. The OSD planning
processes for developing the Defense Planning Guidance relied largely on committee
consensus and also used overly optimistic budget trends, thus precluding the early
resolution of broad resource allocation issues.

These weaknesses in planning were found to contribute to two fundamental
problems in the DoD management system. First, the meshing of component programs and
budgets was done primarily in the programming and budgeting processes, where a well
understood, unified strategic perspective was lacking. The short-range time horizon--two
to five vears--of programming and budgeting processes, coupled with the lack of any long-
range :orce design for guiding decisions, caused program and budget reviews to become
mired in the detail of specific, near-term budget issucs. Moreover, the process did not
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include effective participation from joint military officers as proponents for integrated
forces.

A second broad concern was that the process did not systematically consider the
long-term financial consequences of near-tenn acquisition decisions. Because of the long
acquisition cycle, this exclusive focus on the early years' spending biased decisions toward
over-commitments, which ultimately led to wasteful program cutbacks and stretch-outs.
This problem was compounded in the second half of the 1980s by DoD five-year fiscal
plans that overestimated the size of the defense budgets that would be ultimately approved
by Congress. More recently, Secretary Cheney has issued much more conservative fiscal
guidance, although there is no guarantee that even these funding levels will be realized.

Some significant changes have been made since these problems were observed.
Most importantly, Goldwater-Nichols and NSDD-119 implementing the Packard
Commission recommendations charge the Chairman of the JCS with defining integrated
force goals linked to a range of budgets and planning scenarios in support of national
military strategy. This proposed process still awaits full implementation: the goals
developed in the 1989 cycle of the JSPS continued to focus on force structure for a single
planning scenario, as was done in the past.

QOverall, we conclude that there presently remain three areas in which the DoD-wide
planning supporting the Secretary's guidance could be strengthened:

*  Where the traditional process for preparing the Defense Guidance was largely a
committee process, DoD-wide planning should be an analytical process that
formulates and examines strategic choices and planning options that reficct the
uncertain security environment and projected budgets.

*  Where the traditional process did not explicitly link goals with resources, this
planning should mesh resource and medernization planning with JSPS force
planning in order to consider likely long-range resource constraints.

»  Rather than produce a lengthy list of objectives and directives, the process
should integrate thesc analyses across missions, Services, and functions in
order to present the Secretary with coherent assessments of force and resource
options that are related to strategy.

This study describes a prototype planning process for implementing such an approach,
which is consistent with the process outlined in the Packard Commission and the DMR.
The three main elements are as follows:;

» Planning Initiation: The Secretary would begin the planning process by
framing the issues to be addressed and postulating strategic options to be
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explored with respect to national security goals, operational strategy, forces,
and resources.

» Analysis: The staffs of OSD, the CJCS, and the Services would analyze
these proposed options from both a force planning (net assessment) and
resource standpoint. The CICS would be responsible for postulating force
development goals based on military net assessments. The Secretary's staff,
supported by the military departments, would assess the investments required
for those options. These assessments would yield a long-range (15-year)
modemization roadmap for achieving force goals and would establish paraliel
goals for technology development and defense industrial infrastructure.

+ Integration: The planning would be summarized in a format that would
integrate options and analyses across missions, Services, and functions and
would offer staff recommendations. The executive summary would describe
the broad strategic choices and recommendations relating to national security
objectives, operational strategy, forces, and resources at a level appropriate for
the Secretary's review.

This process could provide the Secretary with the needed vision of strategic options and
their resource implications. It would allow him to be better able to respond to--and help
lead the nation through--the changing security and budgetary environment.

2. Guidance

The reviews of the defense management system have also concluded that the
Defense Planning Guidance should be the backbone of the system, conveying the
Secretary's vision and long-range goals and the roadmap for achieving them. The DMR
has proposed to address these longstanding concerns by substantially strengthening the
Defense Planning Guidance. Unfortunately, not all of the DMR's proposals have been put
into action. Most significantly, the first DPG following the DMR was issued without the
proposed planning scenarios, long-range goals, and roadmap.

Hence, the DoD still needs to implement the DMR's recommendations in the next
cycle of the Defense Planning Guidance as follows:

» Linking Planning with the Defense Planning Guidance. After
reviewing the alternative strategic choices, goals, and roadmaps developed
through the proposed planning process outlined above, the Secretary and his
senior advisors would review the Defense Planning Guidance and decide
whether or not to modify it. (The guidance is intended to remain relatively
stable once goals are establisied.)
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+ Adopting the DMR's Proposed Structure for the DPG. Consistent
with the DMR's recommendations, the DPG should include the following:

--  Planning scenarios for several contingencics.

-- Long-range goals for forces, technology development, and the defense
infrastructure.

- A 15-year resource roadmap projecting an estimated range of budgets
consistent with the Secretary's planning goals.

In providing goals and guidance, the Secretary must balance the need to be specific
enough to guide decisionmaking with the need to be general enough to allow subordinate
organizations the flexibility required for effective management. The need for flexibility--
which is increasingly well understood in today's evolving global security environment--
should also be emphasized by selecting a range of planning scenarios that represent
plausible future military tasks. This study suggests prototype formats for goals, including
long-range goals for forces, technol- Jy development, and infrastructure.! It also presents
an example of a financial roadmap that summarizes the modernization programs and
budgets required to achieve these goals. These prototype examples are intended to provide
a starting point for developing the format for the next Defense Planning Guidance.

B. PROGRAMMING AND BUDGETING

The Secretary's responsibility for ensuring that near-term program and budget
decisions form an effective and integrated defense program can be accomplished by
ensuring that these decisions follow from the department's long-range goals.
Programming and budgeting begins with the development of Program Objective
Memoranda by the Services and defense agencies. These proposals are reviewed by the
DoD senior staff in the Defense Planning and Resources Board (DPRB) program and
budget reviews. Recent steps intended to improve the DPRB review process include
establishing a single executive secretary for all DPRB activities to enhance continuity, and
increased participation by joint military organizations in all phases of the process.

Experienced Pentagon practitioners strongly believe that the main reason why
program and budget decisionmaking has not been more effectively linked with planning is a

Although this study focuses on IDoD planning and decision making, there is a growing recognition that
DoD must better integrate its R&D and infrastructure programs with those of other government
agencies and the commercial sector. The roadmaps for technology and infrastructure provide a
management framework for addressing these issues. See Paul Richanbach, et. al., The Future of
Military R&D, IDA White Paper, July 1990,
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lack of discipline that has allowed participants to circuinvent the orderly procedures built
into the defense management system. They argue that we do not nced a major overhaul of
the programming and budgeting process; rather, procedural linkages must be made
sufficiently clear--and formalized if necessary--to allow the Secretary to discipline
participants to frame choices and issues in terms of long-range goals and strategic
objectives.

Traditionally, a major source of this instability in the resource allocation process has
been the practice of basing plans and programs on overly optimistic budget projections,
which causes issues to be reopened at each stage of the process as budget top lines are
ratcheted downward. Hence, more realistic budget projections for planning and
programming are an important prerequisite for strengthening the linkages between planning
and decisionmaking. The study dcscribes some additional procedural linkages. First, the
program and budget reviews conducted by the Defense Planning and Resources Poard
should begin with a review of the DPG's goals and resource roadmap. Second, program
and budget issue papers should evaluate Service proposals in terms of their consistency
with these goals and roadmaps, along with any other appropriate factors. Third, changes
in the international security environment, projected budgets, or individual programs due to
delays or cost changes, should be reflected in revised roadmaps. (Unrevised benchmarks
would be maintained for execution reviews so that they would provide a perspective on

cumulative program experience.)

In sum, the Secretary could establish a stronger linkage between planning and
progrtamming and budgeting by adopting procedures such as outlined above. Specifically,
this study describes a process in which:

+ DPRB program, budget issue papers, and reviews would follow from the

Guidance. The Sccretary's program and budget reviews would incorporate the

DPG's long-range goals and roadmap as primary benchmarks for judging
Service POMs.

» DPRB execution reviews would track program progress using the Guidance as
benchmarks. Execution reviews would compare program execution against
the DPG's gozls, roadmaps, and fiscal guidance.

These steps would provide a far more explicit linkage between planning and
decisionmaking than exists today. They would contribute to continuity in decisionmaking,
and provide a basis for tying near-term decisions to long-range strategic considerations.
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C. ACQUISITION DECISIONMAKING PROCESSES

As with programming and budgeting, the processes for defining the individual
acquisition programs that form the building blocks of the military forces also should be
linked with the planning process. Progra:ns are generally defined within the "requirements
processes” established by the Service warfare communities and defense agencies. The
Defense Acquisition Board (DAB) and the JCS Chairman's Joint Requirements Oversight
Council (JROC) are the principal acquisition oversight mechanisms for ensuring that
individual acquisition programs fit within an integrated and effective force.

The Packard Commission and earlier reviews found that the lack of an integrated
framework for defining and reviewing acquisition programs created two basic deficiencies
in the process; First, in the absence of such a framework, the Services and defense
agencies that originate program requirements lacked the integrated planning scenarios and
roadmaps neeced to ensure that their programs were consistent with overall modemization
objectives. Consequently, they have tended to focus on the modemnization needs identified
by their respective warfare communities. When action has been taken to integrate the
proposals of these communities--in order to fill gaps, eliminate overlaps, or develop new
technological approaches--such action has largely taken the form of ad hoc interventions by
the Secretary of Defense, President, or Congress. There have been numerous examples
over the years, including the Polaris missile, the cruise missile, and several aircraft
programs. Hence, the Services have not monopolized the process for defining programs,
but at the same time, the DMR's proposed roadmap would provide the Secretary with a
more coherent and effective mechanism for integrating programs.

Second, the Defense Systems Acquisiti~» Review Council (now renamed the DAB)
lacked the needed perspective and process for examining broad tradeoffs across programs
and for considering long-range program affordability. Hence, these reviews examined
programs on their individual merits, rather than judging them in the context of overall
modernization objectives.

This study describes how the DMR's proposed roadmap could be used in DAB
decisionmaking to address both of these concerns. The proposed procedures are as
follows:2

2 DoD is presently revising the 5000 series regulations goveming acquisition. These new regulations are

moving in the direction of the proposals outlined here.
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* At Milestones 0 and I of a proposed new program, the DAB should manage a
competition of ideas among technologies, approaches, and sponsors to ensure
that appropriate options are explored within each investment area,

»  Milestone II, when significant resource requirements begin, should be the main
decision point for committing to the production of a particular program.3 At
this point the DAB, DPRB, and JROC should ensure a selected program fits
within the overall roadmap for modernization--programs passing Milestone 11
are thus consistent with strategy and projected budgets.

»  The DAB should confirm the validity of program-level data relating to costs,
performance, threats, and schedules as a basis for decisionmaking, particularly
at Milestone II.

These procedures would broaden the focus of the DAB from reviewing individual
programs on technical and administrative grounds to the management of an overall
modernization program within the parameters established in the Secretary's modernization
roadmap.

D. CONCLUDING REMARKS

The recommendations offered in this report reflect the view that a major overhaul of
the defense mangement organizations and processes is not required to create substantially
stronger linkage between strategy, planning, and decisionmaking within DoD. Major
changes in recent years lay the groundwork for effective long-range planning, and the
agenda offered here can establish improved practices within the existing framework. This
is not to say that the proposed changes are marginal or easy to implement; adopting the
practices outlined above will require a concentrated long-term effort by the Secretary and
his senior staff.

It is sometimes argued that planning is impossible in strategica'ly uncertzin times
such as today. However, it is precisely in such times that effective planning is most
valuable. After several years of relative stability, it is necessay now to reassess the
appropriate options for future military forces across missions, Services, and deploynient

3 As this report was being prepared for publication, the 1990 Defense Science Board Summer Study
proposed an R&D strategy for the 1990s that would establish a multitrack acquisition process. The
acquisition decisionmaking paradigm described in this report would apply to the DSB's "mainstream”
programs, which include traditional major acquisition programs. The DSB's proposed "fast track”
prototype programs are not intended to be deployed in large numbers, and therefore could pass
Milestone II and enter full-scale development without identifying production funding in the investment

roadmap. Scc, 1990 Defensce Scicnee Board Summer Study: "R&D Strategy for the 1990's, Sumiary
Briefing,” undated.
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status. A systematic assessment of plausible strategic choices and budget alternatives
would increase the Secretary's ability to manage uncertainty, adapt to unfolding events, and
provide the needed leadership in the national political process. Important planning issues
have been, or are being, addressed throughout the defense community, including the major
aircraft revicw, the major warship review, and the total force study. The proposed
management system provides a mechanism for integrating the results of these diverse
analyses and relating them to broad strategic choices and projected budgets.

Finally, it should be emphasized that this study has focused on the internal
management of the DoD. However, introducing a longer range perspective in defense
decisionmaking requires cooperation throughout the national security decisionmaking
apparatus, especially between the executive and legislative branches. If there is no political
consensus on national security objectives and budgets, improvements in the DoD
management system alone cannot ensure that resources are efficiently used to develop an
effective military force at an affordable level. Hence, the DoD-related proposals outlined in
this stady provide only one building block for an improved defense management process.
The principles outlined by the Packard Commission and carlier defense management
reviews, which would emphasize a longer range perspective in defense decisionmaking,
should be adopted in both the executive and legislative branches.




I. INTRODUCTION

In his role as the principal architect of the nation's military forces, the Secretary of
Defense must advise the President and Congress on how best to allocate limited resources
among the alternative Service and defense agency programs proposed for operating,
maintaining and modernizing forces. Integrating these proposed programs effectively
across missions and functions, and over time, is the essence of linking program
decisionmaking with the national military strategy. This study examines the defense
management system as it has evolved to support the Secretary in this task.

The three main elements of the formal defense management system that are the
focus of this study include the processes for:

»  Strategy formulation, planning, and guidance;
¢«  Programming and budgeting; and
* Defining major acquisition programs.

As the defense management system is currently organized, the Secretary's responsibilities
for strategy formulation and planning are supported by the Chairman of the Joint Chiefs of
Staff (CJCS). He proposes a National Military Strategy, and describes a broad mosaic of
total forces needed to achieve national security objectives. Drawing on this design, the
‘Sccrctary guides and reviews the programs of the military departments and defense
components.

DoD programming and budgeting begins with the development of proposals by the
Services and defense agencies. These proposed programs are reviewed by the Secretary in
the Defense Planning and Resources Board (DPRB) in which the comprehensive DoD
programs and budgets are forged. Individual major acquisition programs are reviewed in
the Defense Acquisition Board (DAB). Employing these management processes, the
Secretary is responsible for defining and selecting the most effective programs that fit
appropriately within the mosaic of forces and for allocating resources to achieve an
appropriate balance among programs.

The subject of this study--how the defense management system can best be
organized and employed in designing effective, integrated forces--has been a central themie
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in defense management since the founding of the department following World War II. In
proposing the formation of the DoD in December 1945, President Truman described to
Congress the need for "unified direction of land, sea and air forces." The first reason he
gave for creating a new Department of National Defense was as follows:

We should have integrated strategic plans and a unified military program

and budget. ... We cannot have the sea, land and air members . . .

planning their programs on different assumpticas as to the nature of the

military establishment we need. (emphasis added) !
In the 45 years since then, numerous Presidential commissions and ind~pendent studies of
defense management have examined DoD organizations and management processes for
planning and decisionmaking. They have considered the appropriate framework for
designing a unified military force, as well as for implementing such & design in day-to-day
decisionmaking.

These reviews have consistently concluded that the required defense managersent
system calls for a strong process for strategy formulation, planning, and guidance within
the joint military organizations and the Office of the Secretary of Defense (OSD). Recent
attempts to redress tne long-standing concemns with planning and guidancs include the
Packard Commission (1986) recommendations, the Goldwater-Nichols iegislation (1986),
and a number of internal OSD managemen reforms. Secretary Chenecy's Defense
Management Report to the President (DMR), issued in July of 1989, established a mandate
for completing the Packard Commission's agenda for improving DoD planning and
guidance.2

A. PURPOSE AND SCOPE

This study revisits these issues in view of the many changes made in the defense
management system in recent years. The specific tasking was 10 assess "the degree to
which the development and acquisition of weapon systems is currently linked to and
determined by the national military strategy and to recommend improvements where
necessary or desirable.” The study was commissioned by the Office of the Under

1 Alice C. Cole, Alfred Goldberg, Samuel A. Tucker, Rudolph A. Arimakcr, eds., Documenss of the

Department of Defense, (Washington, DC.: Office of the Secretary of Defense Historical Office, 1978),
pp. 7and 11,

Packard Commission, A Quest for Excellence, Final Report to the President by the Blue Ribbon
Commission on Defense Management, (Washington, DC: U.S. Government Printing Office, 1986),
p. 10,
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Sccretary of Defense for Acquisition (USD(A)), in part to respond to a Congressional
request in the FY 1989 Authorization Act (see Exhibit I-1). It was intended to provide:

= A conceptual framework for integrating acquisition decisionmaking with
national military strategy;

» A description of how existing...[organizations and processes]...work and
interrelate--both in theory and in practice;
»  Alternatives for possible improvements; and

» A recommended course of action,3
This report summarizes the study and our findings and recommendations.

To put this study in perspective, two observations are in order. First is that the
United States has had a fairly clear, overarching sirategy since World War II, based on
containment, deterrence, and forward defense. As world events and the specific elements
of that strategy have evclved, so too has the implementation of that strategy. In the main,
T1.S. forces have adapted to the strategy, as demonstrated by shifting mission emphasis
and deployments over the years. In addition, in a qualitative sense, virtually all weapons
can be said to be linked to our basic strategic goals since each contributes in some way to
warfighting capability. Therefore, the primary question that was addressed in this study
was not whether sirategy exists or whether our forces are linked with strategy, but rather
how the linkage could be strengthened and resources apportioned more effectively through
improvements in the management systemn supporting the Secretary of Defense. Because the
focus of this study is on management practices, we neither evaluate the National Military
Strategy nor evaluate the current defense program or budget. Political decisionmaking
processes are addressed only to the extent that these processes affect tt¢ Department's
ability and incentives to plan.

The second observation is that problems in introducing a long-range perspective in
defense decisionmak.ng have roots that extend throughout the national security
decisionmaking apparatus. Shaping a long-term, integrated defense program requires some
measure of consensus and cooperation within the national-level political decisionmaking
process. A degree of goodwill between the President and Congress is required to establish
a consensus on a course of direction for defense among national-level policy makers;
otherwise, the process inevitably degenerates. The management system proposed in this

3 These are quoted from the project task order, IDA task order number T-G6-678.
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Exhibit I-1. Congressional Concerns and the Study Mandate

SEC. 7.32. LINKAGE OF NATIONAL MILITARY STRATEGY AND
ACQUISITION PROGRAMS
(a) FINDINGS.--Congress makes the following findings:

(1) The Final Report to the President by the President’s Blue Ribboi
Commission on Defense Management (the “Packard Commission”), th
Defense Acquisition Study of the Center for Strategic and International
Studies, and the Report of the Commission on Integrated Long-Term Strateg:
(referred to as "Discriminate Deterrence”) have separately identified
significant deficiencies in the integration of weapon acquisition programs of
the Department of Defense with national military strategy.

(2) There is no established process involving the Office of the Secretai™ o
Defense and th2 Joint Staff in which strategy, policy, operational concepts,
and resource constraints are fully debated, coordinated, and translated into
weapon acquisition programs. The dominant role of setting requirements for
new weapon systems remains with the headquarters staffs of the military
departments, and the requirements developed by those departments often do
noi appear to have been rigorously evaluated in terms of their overall s THE
contribution to national military strategy. ISSUES

(3) The requirements and planning process of the Department of Defense is
not constrained by realistic projections of future defense budgets.
Consequently, the process is fiscally unrealistic and, therefore, largely
ignored in the subsequent planning and budgeting process. This process
often results in disparate plans that do not optimize the potential contribusion
of the acquisition programs of each military department to the objectives of
national military sirategy.

(b) SENSE OF CONGRESS.--In light of the findings in subsection (a),
it is she sense of Congress thai--

(1) to ensure that the United States develops and acquires the proper mix of
weapon systems to supporl national military strategy most effectively am
efficiently, the Office of the Secretary of Defense and the Joint Sigff shoulc
better define the links between national military strategy and specific
acquisition programs;

(2) the Office of t e Secretary of Defense, the Joint Staff, and th
headguarters of the unj, ied and specified combatant commands should more
clearly define the necessary operational capabilities and concepts of
operations as part of the requirements process and should explicitly consider
alternative acquisition programs based on probable levels of resources likely
to be approved by Congress and trade-offs among the acquisition programs
of the military departments;

(3) the Secretary of Defense should ensure that resulting acquisition
programs clearly reflect the objectives of national military strategy; and

(4) the Secretary of Defensc should commission an independent study to

[assess the degree to which the development and acquisition of weapon THE CHARGE
systems is currently linked to and deiermined by the national military strategy TO THE
recom improvements wher 3 r desirable. I STUDY GROUP

Source: National Detense Autherization Act, Fiscal Year 1988, Conference Report io
Accempany H.R. 4264, U.S. Heuse of Representatives, 100th Congress, 2d Session

Report 100-753, Government Printing Office, Washington, DC, July 7, 1988, pp.
90-91.
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study is intended to help the Secretary provide needed leadership in national-level
decisionmaking councils, but adopting this system will not in itself solve the problem from
the broader national perspective.

B. HISTORICAL PERSPECTIVE

The Department of Defense and the position of the Secretary of Defense were
created in 1947 in large measure to establish a comprehensive authority within the executive
branch that could be given the responsibility, staff, and procedures for integrating the
programs of the individual military branches into a coherent overall program that best meets
national security objectives. Over the years since then, several attempts have been made 10
improve the Secretary's ability to accomplish this task, and a large number of independent
studies have assessed the adequacy of the existing organizations and processes.

Several studies of lasting historical significance have bcen undertaken. Those that
have addressed how planning and decisionmaking contribute to defining i.itegrated defense
programs are reviewed in this section:

»  The President’s Blue Ribbon Defense Panel (Fitzhugh Commission, 1970);

*  The Commission on Government Procurement (1972);

»  The Defense Organization Study (1979);

»  The Carlucci Initiatives (1981);

+  Toward a More Effective Defense (1985); and

» The Blue Ribbon Commission on Defense Management (Packard
Commission, 1986).
These studies were reviewed by the study team to provide an historical perspective on the

issues addressed in this study, and to illustrate the kind of management system that has
been recommended by ousside reviewers over the years.

The management issues relevant to relating acquisition decisions to national strategy
have their roots in World War II. President Truman's 1945 message to Congress on
National Security was wide-ranging and explicit in describing the unsatisfactory nature of
the planning and command relationships, the lack of "unified direction of land, sea and air
forces."* As we shall see, these words have been echoed throughout the post-World War
II cra by civilian and military officials and independent reviewers of the defense

4 Cole, et al., op. cit., p. 7.
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managen.ent system. Thus, issues addressed in this study should be judged based on a
40-year history of attempts to create the needed defense management system,

The compromise that produced the DoD and unification in 1947 left the Army and
Navy intact as departments, and created a third one, the Department of the Air Force. A
formal allocation of tasks was included in the compromise, part included in the statute, part
in an Executive Order. There was no Chief of Staff of the Armed Forces, who would
make recommendations on strategy and budget. Some research activities were to be
coordinated by a Research and Development Board, composed of a Chairman and
representatives of each military department, rather than a separate office reporting to the
Secretary of Defense. ‘

The experience in the early days of the DoD is summed up by General David Jones,
a former Chairman of the Joint Chiefs of Staff, in his reflections in 1983 on the evolution
of the defense marnagement system:

President Truman's attempt to rectify the problem encountered a great deal

of resistance and generated a great debate within Congress. The resulting

National Security Act of 1947 created a National Defense Establishment and

a secretary of defense, but the latter’s authority was severely constrained
and little was done to solve the fundamental organizational problems.

Although the secretary's authority was significantly increased by changes in

1949 and 1953, the individual services--including the newly independent

Air Force--continued to dominate defense matters. This was borne out by

President Eisenhower, who in a 1958 Message to Congress stated, 'the

truth is that most of the service rivalries that have troubled us in recent years

have been made inevitable by the laws that govern our defense

organization,'’s

The passage of the "Department of Defense Reorganization Act of 1958" in August
1958 reflected President Eisenhower's frustration with what he saw as unnecessary and
inefficient, but inevitable, inter-Service rivalry and duplication and the Secretary's lack of
control over the development of new weapons.® The new Act established the authority of
the Secretary of Defense to create agencies to deal with common problems and to assign

and transfer functions among the Services and Agencies.” In particular he was authorized

5 David . Jones, "Introduction,” in Archic D. Barrelt, Reappraising Defense Organization, (Washington,
D.C.: National Defense University Press, 1983).

6 The text of messages and laws, with some discussion, is presented in Cole, et. al., op. cit., pp. 3-5.

7

These powers were not unlimited. Cenain of his actions were still subject to a veto by either the
House of Representatives or the Senate (Ibid., pp. 197-198).
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to assign development of new weapons to any department or agency and operational use to
any Service.

These reforms provided the legal and political muscie for Secretary Robert
McNamara to assert his leadership over the DoD. His management innovations of the early
1960s, sharply controversial, included the forceful application of the strengthened authority
of the Secretary of Defense and the establishment of the Planning, Programming, and
Budgeting System (PPBS). Both were unquestionably significant improvements whose
full potential is still to be realized. To establish the linkage between natio.al strategy and
decisionmaking, McNamara established a system of "Draft Presidential Memoranda"
(DPMs) that provided overviews of the various missions on a DoD-wide basis,
emphasizing missions rather than Services. In addition, program execution was centralized
through a number of DoD-wide Agencies that were to rid the DoD of Service parochialism-
-at least in a number of DoD activitics and programs.$

The McNamara reforms were less successful in centralizing decisionmaking than
cither their opponents or proponents claimed. Thus the Fitzhugh Commission (1970)
reported:

Despite the broad authority vested in the Secretary of Defense by the
Mational Security Act of 1947, as amended, experience demonstrates that in
practice,the tools available to the Secretary to exercise effective control of
the Department are seriously deficient.

The continuing inter-service competition seriously degrades the decision-
making process through obfuscation of issues and alternatives, and leads to
attempts to circumvent decisions, repeated efforts to reopen issues that have
already been decided, and slow unenthusiastic implementation of policies to
which a Service objects.

The results of such 'parochialism' are, for example, reflected in the
development of the AX aircraft by the Air Force and the Cheyenne aircraft
by the Army for the close air support role; the lack of enthusiasm for airlift
expenditures by the Air Force and the Fast Deployment Logistics program
by the Navy, both intended to support the Army; the organization of the
operational command structure to provide a balance among the Services for
senior officer billets; and the continued failure to resolve the issue of the
best balance between land and carrier-based tactical air.?

8 For a discussion of the use of analysis se¢ Enthoven and Smith, How Much Is Enough, (New York,

Harper and Row, 1971) and Clark A. Murdock, Defense Policy Formation: A Comparative Analysis
of the McNamara Era, (State University of New York Press, 1974), see especially pages 45-50.

9 Fiuhugh Commission, Report 1o the President and the Secretary of Defense on the Department of
Defense, (Washington, DC.: Department of Defense, 1 July 1970), p. 21. The report is reprinted in its
entirety in Defense Acquisition: Major U.S. Commission Reports (1949-1988), Vol. 1, prepared for
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In reviewing the status of the defense management system, the Fitzhugh
Commission concluded that "[T]he Secretary of Defense does not presently have the
opportunity to consider all viable options as background for making major policy
decisions, because important options are submerged or compromised at lower levels of the
Department. ...A need exists for an independent source of informed and critical review and
analysis of military forces and other problems—particularly those involving more than one
Service, or two or more competitive or complementary activitics, mi-sions, or weapons."10
The Commission concluded:

There is no organizational element within OSD that is charged with the

responsibility for broadly supporting the Secretary of Defense in long-range

planning which integrates net assessments, technological projections, fiscal
planning, etc. ...In order to provide an overall balance of forces, to prevent
wasteful duplications, and to develop effective but more economical
alternatives to those conditioned by traditional approaches of the Military

Services, OSD requires an internal long-range planning capability. ...To

the extent such a capability exists in the current OSD organization, it is too

fragmented and too limited by the pressure of more immediately urgent

assignments to be effective.l!
One of the Commissions recoramendations was therefore to create a long-range planning
group "for the purpose of providing staff support for the Secretary of Defense with
responsibility for long-range planning which integrates net assessments, technological
projections, fiscal planning, etc."!2 In any case, this was one of only two
recommendations that was explicitly rejected by the DoD.,

The Commission also supported the inclusion of fiscal guidance into the PPBS, as
well as separate JCS input via a Joint Forces Memorandum Despite the Commission’s
concerns with Service parochialism, and its support for measures already undertaken to
strengthen the JCS as a separate entity, there were no additional recommendations to
change the role of joint organizations in tlic process, or to improve the Secretary of
Defense's ability to control the Services' weapon planning activities.

use of the Defense Policy Panel and Acquisition Policy Panel of the Committee on Armed Services,

House of Representatives, 100th Congress 2nd Session (Washington, DC.: U.S. Government Printing
Office; November 1988), pp. 139-384.

10 Fitzhugh Commission Report, op. cit., p. 29.
11 Ibid., p. 31.
12 1bid., p. 59. Documents of the Department of Defense, op. cit., pp. 258-259.
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In 1972, the Commission on Government Procurement went over some of the same
ground, with more emphasis on acquisition and procurement.!3 The Commission's Report
emphasized at length the lack of systematic attention to establishing mission needs for new
systems in approved, clearly defined mission arcas. It said that the right questions were
asked too late, when systems had been fully developed, and alternative options ruled out.
It also emphasized the early use of competing system concepts, and competing contractors,
as a way to generate information about the best attainable candidates for improving the
forces. It spoke at length about the problem of cost growth and the need for reliable,
forward-looking cost estimates early in development,

in the second half of the 1970s, President Carter initiated a number of
organizational studies of the Executive Departments. The Defense Qrganization Study--
commonly referred to by the names of the three directors of its component studies, the
Ignatius Report, the Steadman Report, and the Rice Report--addressed departmental
headquarters, the national military coramand structure, and defense resource management
respectively.14 Again, the needed rcbalancing of Joint versus Service influence in
decisionmaking was addressed. The three studies once again expressed concern that the
defense organization, as then constituted, was unable to offer timely joint military advice,
whether on long-range planning, resource allocation, or even military operations. The
Services were seen to overshadow the Joint Staff and the Commanders-in-Chief (CINCs)
and their organizations.

At the outset of the Reagan administration, early in 1981, Deputy Secretary Frank
Carlucci reviewed the DoD PPBS and developed a detailed proposal to alter it.!5 His
proposals emphasized "...a system of centralized control of executive policy directon and
more decentralized policy execution."16 He described a system in which he and the
Secretary would

...concentrate on major policy decisions, definition of planning goals and
the allocation of resources necessary to strengthen the horizontal integration
of our four Services into a balanced Armed Forces Team to meet our
national military strategy. To support these policies and plans, we will hold

13 Report of the Commission on Government Procurement, (Washington, D.C., December 1972.)
14 For a description of these studies, see Barrett, Reappraising Defense Organization, op. cit. p. 2.

15 Frank C. Carlucci, Management of the DOD Planning, Programming and Budgeting System,
Memorandum For Secretaiies of the Military Depariments and others, March 27, 1981.

16 1bid, p. 1.
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cach of the Service Secretaries responsible for the development and
execution of the necessary programs and the day-to-day management of the
resources under their control. Through this controlled decentralization
[emphasis added], subordinate line executives will be held accountable for
the execution of our approved programs and policy decisions.1?

In the area of planning, he said:

...we must both improve strategic planning in the early planning phase of
the PPBS cycle and strengthen long-range planning throughout the other
phases of the PPBS. This calls for a more disciplined planning process that
will provide the framework, goals and objectives, the appropriate military
strategies, and the risks associated with the optimum allocation of available
TESOUrces.... ... We need...to assure realistic, serious, and pragmatic
straiegic planning,!8

Thus it is clear that Deputy Secretary Carlucci saw the same problems with the
planning system that had been observed by earlier officials and commissions, i.z., the
Secretary nceded a mechanism to define and translate military strategy into acquisition
programs. On the other hand, there appears to have been less concern about control of the
Services and the ability of the Presidest and the Secretary of Defense to control the Service
programs. To the contrary, the concem was that the system was over centralized, not only

in the management of weapons acquisition programs, but in the determination of those
programs.

In the early 1980s concerns continued to grow regarding defense management and
the degree to which Service programs were integrated by the Administration’s policies of
controlled decentralization. In 1985, an independent panel of defense experts conducted an
in-depth and extensive review of defense management issues. With respect to the
contribution made by strategy formulation and planning in defining integrated defense
programs, the panel concluded that OSD's strategic and policy thinking did influence
decisions. However, rather than making an integrated contribution to the plarning phase,
they found that "OSD relies on detailed involvement in individual program and budget
decisions to produce, inferentially, an overall military plan."19

The panel also found that "joint military planning is not constrained by realistic
projections of future defense budgets. Consequently, ...JCS planning documents are

17 Ibid., p. 1.
18 Ibid., p. 2.

19 Barry M. Blechman and William J. Lynn, Toward a More Effective Defense: Report of the Defense
Organization Project, (Cambridge, Massachusetts: Ballinger Publishing Company, 1985), p. 26.
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ignored in the the programming and budgeting process."?® To remedy this, the panel
recommended two measures [that] would make the planning phase more meaningful:
1. The responsibilities of the Under Secretary of Defense for Policy

should be expanded to ensure that program and resource decisions reflect
mission-oriented planning.

2. The chairman of the JCS, with the assistance of the Joint Staff, should

be charged with preparing force planning recommendations constrained by

realistic estimates of available resources.?!
In the area of planning for acquisition, the panel recommended that the Department develop
an overall, long-range capital investment roadmap. The panel concluded that OSD has not
provided the needed "overall framework and set of guidelines within which Service
acquisition decisions can be supervised and coordinated. The military Services thus
develop weapons independently, each according to its own sense of natonal priorities."22
The two main purposes this roadmap would serve were described as follows:

First, it would integrate long-range Service acquisition plans, providing a

road map in each major mission area that linked national strategic objectives

with major acquisition programs. Second, it would serve to highlight the

aggregate demand on the overall resources that the Department of Defense is

likely to have available over the next fifteen years, forcing early assessments

of the tradeoffs that competing commitments to major weapon systems

make necessary. In this manner, the plan would help focus greater attention

on the costs of burdening the budget with too many major program starts. 2

The problems that such over-commitments create in managing individual v eapon
programs had been emphasized in two earlier studies. In 1978, a Defense Science Board
task force concluded that taking on too many programs "causes an increase in the length of
the acquisition cycle...[and]...also results in increased acquisition costs due to the costs of
inflation and the costs of constant reprogramming."?# A subsequent study by the Air Force
Systems Command reached a similar conclusion after studying the experience with the
programs it managed:

The study established that program instability (large unplanned changes in
program funding and/or schedule) is the major causative factor of cost and

20 1id.. p. 26.
21 1bid., p. 27.
22 1bid,, p. 32.
23 Ibid,, p. 33.

24 *Report of the Acquisition Cycle Task Force: Defense Science Board 1977 Summer Study.”
(Washington D.C.: Office of the Under Secretary of Defense for Research and Engineering, 15 March,
1978.) p 83.
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schedule growth. Further the study demonstrated that program instability
results directly from the compounding effects of real cost growth...and
budget reductions below the levels projected at the time of program
initiation.?
This study concluded there was a need for an Air Force planning organization that would
develop 15-year investment plans reflecting realistic budget constraints. Acquisition
programs would stabilized by adopting & "most-likely budget approach" and limiting new
program starts to those that fit into the investment plan.26

Amid the pressure for reform in the mid 1980s, President Reagan established the
Bluc Ribbon Commission on Defense Management (the Packard Commission). The
Commission's reports in 1986 covered a wide array of issues, including strategy
formulation, acquisition, the organization of OSD, and the roles of officers in joint
assignments. The reports spelled out steps for a thorough overhaul of the acquisition
system and specified in more detail than earlier commissions the needed strategy
formulation and planning process. They also recommended overhaul of the lines of
command authority in JCS and the theater commands, so as to increase the roles of CICS,
the Joint Staff, and the theater commanders. The Commission also recommended creating
the position of the Vice Chairman of the JCS, with broad authority in reviewing military
requirements and acquisition processes.

In the area of strategy formulation and planning, the Commission stated its position
in its chapter on national security planning:
There is a need for more and better long-range planning to bring together the
nation's security objectives, the forces needed to achieve them, and the
resources available 1o support thosc forces. It is critically important that this
relationship be clearly established through a national military strategy.2’
The Commission proposed a strengthened national security planning process centered
around the President, the Secretary of Defense, and the CICS. The proposed process
would examine strategy and budget alteratives and identify potential program tradeoffs,
defining the overall direction for defense programs.

Following these two major studies, the most thoroughgoing reforms of the defense
establishment in more than 25 years were effected through the Goldwater-Nichols

25 ~Affordable Acquisition Approach.” (Andrews Air Force Base, Maryland: Air Force Systems
Commard, February, 1983.) p ES-6.

26 1bid. pES-9.
27 Ppackard Commission, A Quest for Excellence, op. cit., p. 10.
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legislation, which significantly revised the joint military organizations and created a much
stronger joint voice in defense decisionmaking. As discussed in some detail in the body of
this report, the CJCS is working to create the joint military organizations and practices
needed to implement rully the mandate of this legislation. However, the Bush
administration came to office in 1589 amid concerns that the Packard Commission
recommendations were not being fully adopted and questions about the pace of
implementation of the Goldwater-Nichols legislation. In the light of these concerns and the
40 years or more of concern with the DoD management system, the new Administration
prepared its Defense Management Report to the President (DMR) to take stock of the
management system and determine what remained to be done. Presently, the DoD is
pursuing the reform agenda established in the DMR. The status of these ongoing activities
is a primary focus of this report.

This brief summary shows that underlying the many studies of the defense
management system has been a consistent vision of a management process that would
support the Secretary in defining integrated defense programs. Since World War II, the
nation has struggled with parallel and closely connected problems: defining national
strategy and organizing to execute it. Over and over, Presidents, Presidential
Commissions, and independent observers have expressed the, concern that without an
effective integrating framework, the individual Services' pursuit of the national military
strategy--tempered by their traditional views of their roles and missions--has not created the
most effective overall force with the resources that have been made available. The
solutions proposed have varied in detail, but they have invariably proposed the
development of a strengthened top-level process for defining integrated defense programs
which can guide the Secretary's specific near-term decisions.

C. OVERVIEW OF THE REPORT

This report surnmarizes our study of how the defense management system has
changed in recent years and the extent to which these changes have achieved the
management system envisioned in Secretary Cheney's DMR, the Packard Commission

recommendations, and the host of earlier independent reviews conducted throughout the
post-World War Il era.




First, Chapter I summarizes several principles for defense management that have
been established by these commissions and reviews. This discussion is structured to

address four basic issues involved in the design of any management system. These basic
issues are:

+ Bealancing Organizational Participation and Perspective in the
Management System. What is the proper balance of participation among
the Services, joint military organizations, and civilian leadership needed to
attain the right blend of expertise and perspective in planning and
decisionmaking ?

» Framing the Issues Addressed. The management system must address

the right issues. Two aspects of particnlar concern for acquisition
decisionmaking are:

- Time Horizons and Uncertainty: How far into the future must planning look
to guide decisions, and how should planning and decisionmaking be structured
to achieve the management flexibility needed to accommodate and hedge
adequately against an uncertain future security environment?

-- The Treatment of Resource Constraints: How should anticipated resource
constraints be incorporated to ensure the realism of planning and
decisionmaking, given the inherent uncertainty in future events and the national
budgeting process?

+ Establishing Links Between Planning, Decisionmaking, and
Execution, What is the proper balance between Secretarial guidance for
Service and defense agency programs that is sufficiently specific to guide the

decisions, while still providing subordinates sufficient discretion to manage
effectively?

* Disciplining the Process,. How should the Secretary discipline
decisionmaking processes to ensure that near-term decisions reflect the overall
direction established in this guidance?

The management studies we reviewed have consistently recommended a strong, top-level
strategy formulation and long-range planning function for guiding defense decisionmaking,
With respect to participation in the process, they have emphasized that the design of
military forces requires a breadth of perspective that is long-range, integrated, and global.
Incorporating this perspective in defense decisionmaking requires a careful balancing of the
participation of the Department's civilian, joint military, and Service leadership in a
systematic planning process.

In framing issues, planning mus: look 10, 15 or more years into the future because
of the long development and life cycies of acquisition programs. However, to address
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inherent strategic and budgetary unceruainties, this planning must address a range of
alternatives. Of particular concern has been the need to mesh planning analyses for
resources with the long-range national security planning. This is necessary to ensure that
plans are realistic and can be executed efficiently given the resources likely to be available.
There is a basic tension between strategic planning, which should be long-range in
perspective, and the inherent short-range perspective of budget planning and execution.
This report tries to resolve this tension through the linkage of these two processes.

Planning to provide adequate guidance must define long-range goals for developing
military capabilities that best meet national security objectives within available budgets in
such a way that these can be related to near-term decisions. Finally, there is a strongly held
belief that an emphasis on disciplining processes is the most important key to ensuring the
proper operation of the management system because there are such strong incentives among
component organizations to circumvent and game the process. These basic views of
defense management, and the associated specific management criteria, provide the
benchmarks for assessing recent changes and current practices in the defense management
system.

Chapters I, IV, and V sumrnarize the findings of this review for the processes
relating to planning and guidance, resource allocation, and acquisition program definition,
respectively. Each chapter summarizes historical management concerns, critiques
traditional practices and recent reform efforts, and assesses current practices. The analysis
considers four major crganizational categories:

»  National-level participants: the Executive and Legislative Branches;

¢ rhe Secretary and the Office of the Secretary of Defense;

*  The Chairman of the JCS and the Joint Military Organizations; and

*  The Services and cther DoD component organizations.

We consider how these organizations and processes operate and interact to perform
their management functions. To assess the current operation of the system, we reviewed
available formal documentation and interviewed officials within OSD, the joint military
organizations, and the Services. In all, more than 50 interviews were conducted in the
course of the study.

It is apparent that the defense management system is evolving to redress some of
the long-standing deficiencies identified over the years. Most importantly, the changes
stemming from the Goldwater-Nichols Act have significantly increased the potential voice
of joint military organizations as proponents for effective, integrated forces. Therc have
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also been significant internal OSD management reforms, including those begun last
summer following Secretary Cheney's DMR to the President. The DMR proposed
important changes in the Secretary's guidance, both in terms of its content and the planning
process for its development. Secretary Cheney has commissioned a number of planning
studies to address major issues relating to the changing security and budgetary
environment. He has also issued substantially more conservative fiscal guidance for
planning in the first half of the nineties than had been the case throughout most of the
previous decade.

Despite these recent improvements, further steps are needed to implement the kind
of defense management system envisioned in Secretary Cheney's DMR, the Packard
Commission, the Goldwater-Nichols Act, and in the host of carlier independent
management studies. In particular, several features of the DMR's proposed planning and
guidance process have not yet been implemented, and it has not yet been shown how the
products of the planning process should link with decisionmaking. Chapters III, IV, and V
diescribe the changes needed in DoD practices.

Chapter VI suggests a prototype management system incorporating these changes.

In the area of planning, three procedural mechanisms are described that would introduce the
following needed characteristics of planning:

»  Planning Initiation: The Secretary would be able to focus planning on strategic
choices and planning options that reflect the uncertain security environment and
are of direct concem to him and his senior advisors;

»  Analysis: Planning analyses would mesh OSD and Service long-range
resource planning with the joint military force planning in order to effectively
consider resource constraints in force planning. This would be accomplished
through investment area assessments, which would identify the resources
required to meet a given set of goals; and

¢ Integration: These analyses would be integrated across missions and
functions, and over time, to provide the Secretary with coherent assessments
of force and resource options that are related to strategy.

Chapter VI then provides suggested prototypes for the planning elements to be included in
the Defense Planning Guidance. Examples are provided to suggest formats for long-range
goals for forces, technology development, and infrastructure. There is also an example of
a resource roadmap that summarizes the programs and budgets required to achieve such
goals. The chapter concludes with descriptions of procedures for linking these goals and
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roadmaps to the Defense Planning and Resources Board and the Defense Acquisition Board
decisionmaking processes.

Finally, Chapter VII concludes with an agenda for initiating development of this
proposed planning, guidance, and decisionmaking system. Among these steps are the
following:

*  Development of the needed analytical tools to mesh long-range resource
analysis with JSPS security analysis.

» Initiation of a test cycle of the proposed integrated, long-range planning
process, which would include development of the needed processes for
investment area analyses;

+ Inc. moration of this planning in the next Defense Planning Guidance; and
+  Changes in formal DPRB and DAB procedures to ensure they incorporatr, th.<
guidance in near-term decisionmaking.

We believe these steps are sufficient to complete the reform agenda outlined in the Packard

Commission and defined more fully in Secretary Cheney's Defense Management Report to
the President.
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II. CRITERIA FOR THE DEFENSE MANAGEMENT
SYSTEM

The Secretary's task of creating effective, integrated defense programs requires an
overarching vision of needed defense capabilities, consistent with acceptable levels of risk
and available resources, and the coordination of the activities of diverse and powerful
organizations charged with implementing this vision. The purpose of the defense
management system is to support the Sccretary of Defense in these tasks. The
characteristics needed in such a management system have been described in the many
Commissions and reviews that have examined the defense management system since the
end of World War II. As indicated in Chapter I, these reviews have consistently concluded
that defining an integrated defense program requires a management system possessing a
strong top-level strategy formulation and long-range planning function, as well as

procedures for incorporating the results of this planning in near-term decisionmaking
processes.

While this overall vision is quite clear and consistent, implementing it requires the
resolution of a number of specific issues. The purpose of this chapter is to frame the major
issues that need to be addressed in implementing such a management system, and then to
examine how the desired management characteristics could be established. In particular,
the management system must address such questions as: what should be the time frames
for planning, how should resource constraints be incorporated, who should be involved,
and what should be the format of the resulting guidance. These questions are discussed in
this chapter, and the related principles established by the management studies reviewed in
Chapter I are then summarized. The final section uses these principles to set benchmarks
for our review of current management practices reported in subsequent chapters.

A. ISSUES IN THE DESIGN OF TEE DEFENSE MANAGEMENT
SYSTEM

Four basic management issues that must be addressed in designing any
management system are summarized by the following questions:




+ Who participates in planning and decisionmaking?
e How are issues and choices framed?

« What procedural linkages are established between planning,
decisionmaking, and execution?

e How does the Secretary discipline participants to adhere to the
establisked procedures?

This section addresses each of these questions in turn and suggests answers that are
consistent with the management system envisioned by the management reviews
summarized in Chapter 1.

1. Who Participates in Planning and Decisionmaking: Organizational
Participation and Perspective

Successful planning must be viewed as an integral part of .he overall management
system, rather than simply. the preparation of a planning document. To be successful, the
process by which the plan is developed must involve leaders representing the relevant
viewpoints throughout the organization. Strategic management is a term that has come into
increasing use during the past decade to describe such a process.

A strategically managed organization is one in which strategic planning is
performed proactively throughout the organization as past of the expected responsibilities of

all corporate managers. The key attributes of a strategically managed organization are as
follows:

Planning is streamlined, the primary focus is on operating plans, and the
resolution of externally driven issues is left to small task forces of line
managers . . . What distinguishes these companies is the tare and
thoroughness with which management links strategic planning to

operational decisionmaking and then executes its plans.![Emphasis added]

The strategic management process systematically addresses questions about the
choices open to an organization and involves all segments of its management. Such a
review is not a routinized mechanical process, but is driven by important questions.
Through an open dialogue the leadership communicates its goals and plans throughout the

organization and builds a consensus on (or at least an understanding of) policies within the
management cadré,

Experience in the business world provides three basi~ tenants of strategic planning:

— b

1 Fiederick W, Gluck, "Stralegic Management: An Overview,” pp. 1.28-1,29,
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«  The strong support and involvement of the top management is essential;

»  The primary responsibility for planning and analysis must belong to the
line managers. Their participation is of critical importance in achieving
an effective decision, in keeping the plan current, and in developing
among the managers a sense of ownership in the plans; and

»  Dedicated staffs “or planning should be kept small and shouid facilitate
the planning pro :ess, not take control of the process or ownership of

the product.
With respect to the Secretary's role in strategic planning, there is general agreement in the
planning community that the Chief Executive Officer (CEQ) of any organizations is the
ultimate strategic plapner.2 If the Secretary of Defense is committed, his commitment will
ensure the active support and commitment of the senior managers throughout DoD,
including the Services and joint military organizations.

Although planning is often associated with centralized control of an organization,
the strategic planning process would include all segments of DoD in setting the direction for
the department. Instead of centralizing control, this participatory process would afford
representation of all needed perspectives. The needed strategic perspective for defining
integrated force goals is:

+  Global--programs must balance security concems and risks across regions;

» Integrated--programs must be balanced across missions and functions, and
over time;

+  Long-Term--decisions on programs have security and resource consequences
extending well into the future.

By virtue of organizational positions and responsibilitics, only the Secretary and the
Chairman of the Joint Chief of Staff (CJCS) possess the needed perspective for defining
effective, integrated forces to fulfill global requirements; however, they lack the staffs and
the detailed operational knowledge to plan without the support of the Services and
Commanders-in-Chief (CINCs) of the Unified and Specified Commands. The Services
take a long-term, global view of the world but tend to see issues from the perspective of
their respective roles and missions. Hence, their proposed programs and budgets do not
yield an integrated force. The CINCs tend to take a more integrated view of military
capabilities, but their perspective tends to be regional, and their participation in the DoD-
wide processes tends to focus on near-term issues. Hence, the participation of all of these

2 Ibid,p. 1-28.




leaders--Service, Joint Military, and the Secretary--in the planning process provides the
combination of knowledge and perspective needed to define integrated forces.

Strengthened planning that systematically involved these officials in defining and
evaluating aiternatives would create a management process in support of the integrated,

global, long-term perspective. Planning that is structured to correspond to the-nation's

major military missions would provide a framework that military commanders could
comfortably deal with, and a means for relating the functional activities of the department
(c.g. manpower or research and development) to their ultimate strategic purpese.
Integrating this planning across missions would provide the needed global view of security
concerns, programs, and resources. Creating such a planning process would develop an
institutionalized culture that would serve as a strong proponent for this perspective.

In addition to improving the internal management of the defense department, a
strengthened long-range perspective on program issues would enhance the Secretary's
ability to support the President in establishing defense policy and to work with Congress in
establishing a consensus on defense. The examination of alternative futures and
appropriate defense programs to deal with these alternatives can assist the Secretary in
developing a broader common ground for national-level defense and budget policy, by
helping to shift the focus of political debates away from line-item detail to more
fundamental long-term issues. This will help to give more wciéht to strategy over
competing political, economic, and organizational concems.3

As with all government policy, military policy is developed in a political
environment, reflecting the interests of the participants in the process.4 The policy delLate
will be carried on at several levels, involving a range of strategic, political, economic, and
crganizational factors. In today's changing global environment there is a tendency for the
governmental decisionmaking process, with its numerous checks and balances, to bog
down. When political leaders cannot resolve the larger questions, they will focus on more

3 For instance, see Andrew Goodpaster, For the Common Defense (Lexington, MA: Lexington Books,
1977), pg. 11. The issues he saw in the 1970s are still relevant today: "If security policy is to
succeed, every major institution of our society...has the obligation...to form a workable and informed
view as to its contribution to programs and goals.” Further he noted that "[wlithout the help of
orienting principles and purposes to add coherence and perspective, the possibilities of confusion,
contradiction, weather-vaning, self-impairment, and failure are likely to become acuualities.”
Sec Samuel P. Huntington, The Common Defense: Strategic Programs in National Politics (New
York: Columbia University Press, 1961), pp. 2-3. He states, "Military policy...is the relation of force
to national purposes. But it is always national purposes in the plural, national purposes which are
eontinually conflicting, often being compromised, and seldom being realized, Military policy is not
ti:. resnjt of deductions from a clear statement of national objective. It is the product of the
competition of purposes....It is the result of politics, not logic, more an area than a unity."

-4

St . . - . o : - - AN




limited near-term decisions, in effect adopting a strategy of "muddling through."S The
challenge in responding to rapidly changing political events is to develop the needed
political consensus for appropriate action. The Secretary can attempt to provide leadership
in forging a consensus through the development of a coherent long-range vision that
reflects current uncertainties and likely available resources.

2. How are Issues and Choices Framed?

A first principle for the defense management system is that it must address the right
questions. Moreover, to ensure that planning and decisionmaking are coherent and
realistic, the system must mesh effectively the components of strategy. Conceptually, the
components of a straiegy can be defined by the three general questions:

*  What is the objective and when is it to be achieved?
* How isit to be achieved?
»  With what resources is it to be achieved?6

Table II-1 shows the relation of these questions to the four basic components of national
security strategy: national security objectives, operational strategy, forces, and time-phased
resources. Effective, integrated forces are defined as the forces that bring these four

components of national security strategy into balance by making the best use of available
Tesources to meet national objectives.

Applying this conceptual framework requires operational definitions for each of the
components of strategy, as shown in the third column of Table II-1. Broad national
security objectives are defined by the President, and the national military strategy is
provided by the Chairman of the Joint Chiefs of Staff in consultation with the CINCs and
the other members of the Joint Chiefs of Staff. These broad statements are translated to
operational detail through the definition of planning scenarios specifying threats and
operational objectives relevant for the time horizon of the planning and through near-term
operational planning by the CINCs.

5 A discussion of such organizational decisionmaking stratsgies can be found in David Braybrooke and
Charles E. Lindblom, A Strategy of Decision: Policy Evaluation as a Social Process {London:
Collier-Macmillan, 1963).

See Goodpaster, op. cit., p. 15. In addressing the issue of balancing these components of strategy,
Goodpaster states that the "security interests and objectives we set for ourselves must be dimensionsd
to be meaningful and serve our purposes. That is, they must strike a halance between what we would
like to have, and what we will be willing to support and able to achieve.”

6
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Table 1i-1. Questions Defining the Components of Strategy

Strategic Questions Components of Operatlional
Strategy Strategic Cholces
*  What do you wart to do, National security Mission Planning
and when? goals for uncertain Scenarios and
allernative futures Operational Objectives.
+ How are you Military strategy Operational Force
going to do it? Employment and
Deployment Strategy.
«  With what are you Forces Force Goals:
going to do it? Structure
Readiness
Sustainment
Modemization.
Resources Time-phased budget;
manpower,
technology, and
industry.

Postulated scenarios and threats provide concrete cases that permit military
assessments of military capabilities and operational strategy. Operational strategy is
similarly expressed in terms of specific operational planning that develops strategies for
deploying and employing forces commensurate with the scenarios and forces under study.
Forces must be refined in sufficient detail to assess their capabilities; hence their structure,
readiness, sustainment potential, and modemnization must all be defined. Resources are
defined in terms of time-phased budgets and other resources over the pianning period.
Forces, operational strategy, operational plans and scenarios are treated as "snapshots” at a
certain point in time, whereas defense budgets constitute a flow of resources that relate to
forces over many years. That is why goals, operational strategies, and forces must be
balanced against a time-phased profile of resources.’

7 The Defense Management Report (DMR) to the President referred to such a time-phased budget profile

as a roadmap. We adopt the term "resource roadmap,” to distinguish it from a fully defined set of
programs.
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a. Meshing Resource and Security Analyses

To develop a strategy that is complete and coherent, each of these components of
strategy must be addressed, and the analysis of them must be meshed so that they are
mutually consistent. In particular, it is essential that planning assessments relating to
objectives, operational strategy, and forces be meshed with resource assessments to ensure
that resource constraints are adequately reflected in national security decisionmaking.

b. Planning and Decisionmaking Time Frames

It is possible to account for the "when" in national objectives by defining planning
scenarios, threats, and operational objectives for several planning time horizons--for
example 2, 5, 10, or 15 years into the future, For planning purposes, tentative plans for
operational strategies and forces would be postulated for these time frames. For example,
in assessing the balance of goals, strategy, and forces for the year 2000, it would be
appropriate to use the forces, operational strategies, scenarios, threats, and operational
objectives postulated for the year 2000. Goals for forces over time would be developed by
conducting a series of these snapshot analyses.

The planning process should be used to explore initiatives relating to the mix of
purchases among alternative programs or initiatives relating to potential new technologies.
In this application, the precess would develop alternative future forces, armed with
alternative combinations of weaporns (along with associated tactics and doctrine) that could
be developed and fielded within the time-frame under consideration.

In the case of major acquisition programs, such planning must be long-range
because the program development, production, and deployment times are so long that many
years are required before current program decisions shape a significant fraction of weapon
inventories. Figure II-1 provides a hypothetical example to iliustrate this. For example,
consider a weapon with an average life of 25 years.? Figurc II-1 shows that with a
constant roll-over rate (replacing four percent of the inventory each year), total purchases
after 1990 will have replaced only 20 percent of the total weapon inventory in 1995, 40

Note that the roll-over rate is primarily determined by economics rather than technology. New
technology cycles are far sharter than 25 years, and for some weapons (or components) faster rates can
be sustained, but the aggregate limits on available funds for procurement prohibit suppotting a faster
rate of replacement for the force as a whole,
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Figure li-1. Fractions of the Weapcns inventory That Can Be Influenced by
Current Declsions: Notional Example

percent in the year 2000, and 60 percent in 2005.° Hence, today's programming and

budgeting decisions on major weapon programs will have their primary influer.ce on forces

10 or more years into the future. ‘

The figure also shows that because of the lengthy development times, today's
decisions about new programs currently under development will take even longer to
influence sizable fractions of the force. In this example, assuming a six-year development
cycle, new generation weapons presently in the early stages of definition would not enter
the force until at least 1996 and would therefore constitute 16 percent or less of the weapon
inventory by 2000 and 36 percent by 2005.10 Today's decisions melating to the definition
of program will primarily influence forces 15 or more years into the future.

This figure illustrates three importént points about planning for acquisition. Most
importantly, such planning is feasible well into the future, because we already know the
building blocks of future forces 10 or 15 years into the future. Conversely, long-range

9 This assumes a steady-state roll-over, with an inventory roll-over period of 25 years and a weapon
development period of 6 years.

One important implication of these calculations is that the pace of modemization of forces is controlled
both by developmen: times and the turnover rate for the equipment inventory. For example, in using
our illustration in Figure II-1, reducing the development time for a weapon just passing through
milestone 0 from 6 years to § years would increase the percentage of inventory replaced by the year
2000 from 16 percent to 20 percent. This same result can be obtained by maintaining the 6-year
development period and increasing the roll-over rate of inventory from 25 years to 20 years,

10
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planning is needed for acquisition decisionmaking because acquisition programs begin to
shape forces meaningfully only over extended time periods. Finally, technology planning
for defining major weapon programs must extend at least 15 or more years into the future
since new technologies will sigrificanily alter forces some time after the technology is
introduced, especially given long program inventory lives.

Given these relationships, three broad time frames can be defined for acquisition
planning. These relate to the relative degree of flexibility in making decisions relating to
acquisition.

e  Short-run: (1 to S years): The inventory of military equipment is largely
inherited from earlier periods. In this time frame, integration of programs
mainly entails balancing operations and support programs to integrate with the
inherited inventory of equipment.!]

*  Mid-run: (5to 15 years): The composition and size of equipmeiit inventories
becomes variable, but the acquisition programs, which form the building
blocks comprising the forces, are largely defined. In this time frame,
integration entails balancing the mix of equipment purchased through ongoing
acquisition programs, as well as balancing operations and support programs to
integrate with existing and planned inventorics of cquipment over the planning
period.

* Long-run: (beyond 15 years): The composition, size, and program building
blocks of forces become increasingly variable. In this time frame, integration
entails defining the technological capabilities for new program building blocks,
balancing the mix of equipment purchased, as well as balancing operations and
support programs to integrate with existing and planned inventories.

In sum, the range of flexibility and choice expands as the time horizon for planning
expands. Short-run planning mainly relates to questions of how best to operate, sustain,
and support existing forces; mid-term planning can also address how the next 15 years of

funding will be used to shape integrated forces; and long-range planning can address how
future weapon systems should be designed.

Each of these time frames is appropriate for planning and should be reflected in the
goals for decisionmaking. Hence, force goals shouid be defined to include a readiness and
sustainability component as well as moderr.ization goals, so that near-term considerations
are captured. Similarly, while the force goals are set for a 15-year time horizon, separate

11 Comments on the budgets by the CINCs tend to focus on near-term operations, sustainment, and
support issues, They have an inventory of equipment with which thev must meet today's crisis and
fight tormorrow's war. Their mission requires a principal focus on the near term,
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technclogy goals are specified to reflect the need to prepare for deploying new technologies
beyond the force planning period, because current decisions will not be reflected in the
weapons delivered to the forces within that time frame.

¢. Planning for Uncertainty

A common concern with planning is that changing world events and the volatile
domestic budgetary process may make it virtually impossible to plan for the future.
However, if a planning system is designed to address uncertainty, planning is both
possible and beneficial. In uncertain time~ planning is most valuable for identfying
possible events and reasonable courses of action.

Flexibility in the face of uncertainty and speed of adaptation should be hallmarks of
a well-constructed planning process. Four characteristics, or rules of planning, must
therefore be embodied in the system. These are illustrated in Figure II-2, which presents a
notional set of alternative futures the nation should prepare to address. For each
alternative, an ideal force could be optimized to the circumstance. However, given
uncertainty, it is necessary to hedge against risk. The figur= illustrates the four rules of
planning that yield a planning process that would contribute to flexibility and adaptability:

+ Consider a range of alternative futures. Planners and the intelligence
community should define the alternative futures for which forces should be
prepared. They also should consider possible U.S. initiatives that would
shape the future.

*  Build robust forces. Near-term decisions on forces must be made despite
the uncertainty about the future. The appropriate hedge is to design robust
forces appropriate for the range of possibilities. Robusiness and
interoperability of forces must be guiding criteria for force development.

» Consider alternative responses. By planning today how to respond
when future intelligence or key events reveal shifts in the relevant range of
alternative futures, decisionmakers will be better prepared to respond to events
as they occur.

* Develop options. In the face of uncertainty, planning should lay the
groundwork needed to maintain the flexibility to shift toward alternative force
pe stures. The maintenance of reserve forces and mobilization capabilities is
representative of such preparations.
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Figure Wl-2. Planning for Uncertainty

Although world events are highly uncertain, forces cannot be chaiiged quickly to
adapt. For this reason, robustness in the design of forces is the single most important
factor in planning for uncertainty. If forces are designed to be robust, they do not have to
be reshaped in the face of daily events or miror shifts in the strategic envirorment. Once a
strategic direction and long-range goais for forces are established (or postulated for
planning), it is possible to identify the needed defense programs well into the future. The
relatively slow evolution of forces, noted carlier, creates a predictable long-range
connection between planned forces and the defense budgets needed to operate, maintain,
and modernize them 5, 15, or even 25 years into the future.12

12 1t has been estimated that at existing procurement rates, the turnover rate for the U.S. inventory of
military hardware is about 25 to 30 years. At thesc rates, it is estimated that 60 percent of the
equipment that will be in inventory at the end of the century will have been purchased before 1990.
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Service planners who manage the inventories, maintenance, and replacement of the
physical assets of the forces are able to predict reasonably well the long-range implications
of near-term decisions. Looking at this relationship from the reverse perspective, it also
highlights the fact that the long-range budget implications of today's program decisions
should be factored into the decisionmaking calculus. In summary, assessing the long-
range budget implications of current program decisions is both feasible and necessary to
ensure that current decisions lead to appropriately integrated (and financially supportable)
future forces.

3. What Procedural Linkages Are Established Between Planning,
Decisionmaking, and Execution?

There is considerable debate on how planning should be used to shape
decisionmaking, centering on two related issues:
¢  Should the Secretary attempt to shape programs through the Defense Planning

Guidance, or reserve his main involvement to impose his vision during the
review of the Services' specific program and budget proposals?

»  How specific should the Defense Planning Guidance be?

With respect to the first question, there has been a clear consensus among the
reviews of defense management discassed in Chapter 1 that the Defense Planning Guidance
should resolve the big resource allocation decisions that shape the individual Service
programs. Thus, the Defense Planning Guidance should be a central element of the
defense management system. The major elements of guidance required to carry out this
function are summarized in Table II-2, These include broad statements of national
objectives, defense policy, and military strategy. In addition, the more concrete elements
of guidance include scenarios, goals, milestones, and roadmaps. Scenarios comprise
illustrative cases for potential force employment. Goals and milestones relating to
acquisition programs would be set for three areas: forces, technology development, and
the technology and industrial infrastructure. The resource roadmap for achieving the long-
range goals would identify programs in investment areas needed to achieve the goals, along
with time-phased projections of the needed funding. The overall funding identified in the
roadmap can be compared with projections of defense budgets to ensure the affordability of
goals.
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Table 1I-2. Elements of the Defense Planning Guidance

»  National objectives, defense policy, and nationa! military strategy

»  Planning scenarios and associated operational objectives

+  Long-range qoals {15+ years) and near-term milestones
- forces
- technology
- infrastructure

« A resource roadmap for meeting goals.

Inclusion of scenarios, goals, and the financial roadmap would make the Defense
Planning Guidance the backbone of the defense management system. It could then inform
subordinates of the desired future course for the organization, and provide a "shared
vision" of the organizational goals, vaiues, and world view. It also would demonstrate
how this vision translates into near-term actions, providing the needed linkage between
near-term program and resource decisions and long-range strategic goals.

4. How Does the Secretary Discipline Participants To Adhere to the
Established Procedures?

Many experienced Pentagon practitioners maintain that the main reason why
decisionmaking has not been more effectively linked with strategic planning is a lack of
discipline that has allowed participants to circumvent and undermine the orderly procedures
built into the defense management system. These observers believe that we don't need a
major overhaul of the programming and budgeting process; rather, practices within the
system must be made sufficiently clear--and formalized if necessary--to allow the Secretary
to discipline participants to play within the rules and to link decisions with planning.

To establish an unambiguous linkage between planning, programming and
budgeting, it is necessary to stipulate how the elements of the Defense Planning Guidance
should be used in programming and budgeting. As with programming and budgeting, the
processes for defining the individual acquisition programs that form the building blocks of
the military forces should also be linked with the elements of the Guidance to ensure they
are consistent with integrated goals. These linkages must be established with the Defense
Acquisition Board (DAB) and the JCS Chairman's Joint Requirements Oversight Council
(JROC), which are the principal acquisition program oversight mechanisms for ensuring
that individual acquisition programs fit within an integrated and effective force.
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B. NEEDED MANAGEMENT CHARACTERISTICS

The implications of the discussion in the preceding section for the DoD management
system may be stated succinctly. The Secretary of Defense must establish and be an active
participant in a management process that includes the individuals responsible for executing
plans. This process must ask the right questions about possible futures, choices, and
initiatives and effectively mesh net assessments of security issues with financial
assessments of affordability; integrate the alternatives, options, and choices to provide a
long-range, insegrated perspective; and shape important decisions through the resulting
guidance as well as through the participation of the Department's leaders in the planning
process.

1. Planning and Guidance

More specific benchmark criteria for planning and guidance fall into four areas.
First, the right questions must be asked during the planning process. Careful definition
and analysis of alternative futures and long-range strategic choices is essential. Hence,
planning should be:

+  Lonz range--Planning must examine force goals and program trade-offs over a

15- to 20-year time horizon to fully reflect the long-range implications of near-
term decisions;
*  Robust--Planning should increase the organization's ability to respond to a

range of contingencies and to changing world events; to do this it must
consider a range of alternatives; and

+ Keyed to important strategic choices--Planning should be issue oriented; it
should be kept current with updates as needed to adapt to a changing
environment.

Second, planning needs to balance security objectives and resources. To effectively
mesh net assessments of security concemns with financial constrzints, planning must be:
* Resource constrained--Planning should ensure that programs are fiscally

responsible; it must assess the affordability of long-term goals under
reasonable aiternative budget constraints; and

*  Quantitative and analytical--Planning should combine leadership vision with
quantitative assessments of how this vision can be translated into specific
actions. Forces must be specified adequately to assess their capabilities;
programs, adequately to assess affordability.

Third, to help to define integrated defense programs in support of iong-range
objectives, planning must itself be well integrated. In sum, the process must be
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* Integrated--It must examine trade-offs across mission areas and identify gaps
or overlaps in the plans of subordinate organizations.

Fourth, the DoD leadership must bz involved in planning to shape near-term
decisions, and the planning must yield guidance in a form that can be related to near-term
decisions. Hence the process must be

*  Linked with near-term decisions through goals--Planning must drive decisions.

It must yield products that highlight important strategic choices and relate near-

term decisions to long-range consequences by establishing long-range goals
and a financial roadmap; and

»  Decision oriented--Planning must involve the decisionmakers responsible for
executing the plans, with a small dedicated staff. Service, joint military, and
civilian managers should be included in the planning process to resolve
conflicts and set viable goals.

2. Programming and Budgeting

The programming and budgeting process makes the specific decisions about near-
term spending, whereas planning establishes the broad correlation between the elements of
strategy over a long-range time horizon. The Secretary can fulfill his responsibility for
ensuring that ncar-term decisions constitute an integrated program by developing
procedures to ensure that DoD-wide program and budget reviews incorporate the long-
range goals and roadmap.

The programming and budgeting process shouid also serve as a mechanism for
reviewing planning and keeping it current. More specifically, the existing goals and
roadmap should be maodified to reflect any changes in programs due to program and budget
factors. For example, if a program were delayed or its price increased relative to plans,
decisions to accommodate this in the program and budget reviews would be incorporated in
plans.

In addition to these budgeting decisions, the process should be disciplined through
progress reviews. Reviews make it possible to discipline decisionmaking to ensure
programs are being executed according to goals, plans, and program decisions. They also
provide perspective on the curnulative effects of program decisions and a mechanism for
learning from experience. For this reason, benchmark versions of the goals should be
maintained to provide a long-range perspective on current program decisionmaking. For
example, reviewing 1995 forces and programs relative to force goals set in 1990 would be
uscful.
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Hence, the programming and budgeting process should be:

+  Goal oriented--POMs and the DPRB program and budget reviews must link
with goals and th~ financial roadmap to establish the relationship between near-
term decisions an ' long-range strategic choices;

» Interactive with Planning--Program and budget reviews should feed back data
on current program decisions that allow plans to be updated; and

» Disciplined through execution reviews--Progress reviews should evaluate
programs against benchmark goals.

3. Acquisition Progrzia: Definition

The acquisition system includes all of the processes by which weapon systems are
conceived, defined, evaluated, designed, prototyped, tested, produced, incorporated into
the force structure, and upgraded. It is within this process that individual programs, which
comprise the building blocks of the military forces, must be defined to fit within overall
integrated force goals. In considering how acquisition could be linked with force goals, it
is important to recognize that acquisition is a competitive advocacy process, rather than a
systematic, deductive process as described in formal documents.

The Secretary's responsibility for ensuring that programs are defined to meet long-
range, integrated force development objectives entails two management tasks. First, he
must ensure that the acquisition system fosters a competition of ideas so that an appropriate
range of program options is developed. Unless some care is taken to ensure that an
appropriate range of options is explored, the programs defined by the system are simply an
aggregation of the proposals of the sponsoring organizations, rather than a coherent,
integrated set of programs. Fostering competition among sources of alternative program
ideas would be a highly effective way to ensure that needed alternatives are explored.

The system must promote a competition of ideas in meeting individual force goals

to ensure that an appropriate range of alternative weapon programs is examined, Hence, the
acquisition process should be:

»  Goal oriented in defining program purpose--Technology goals and budget
projections established in the integrated planning process should guide early
technology development efforts; and

+ A competition of ideas--The process should keep a range of options and
program proponents active in important development areas. OSD should adopt
a proactive policy of maintaining a competition of ideas, by maintaining a
robusi organizational basc for generaiing program ideas.
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The second management task is to discipline program decisionmaking to ensure that
individual program decisions reflect integrated goals. These planning goals, roadmaps,
and planning scenarios provide the needed context to define programs that are consistent
with overall long-range force development objectives. If a program is consistent with the
goals, roadmap, and scenarios, it is linked with strategy.

The needed discipline in decisionmaking could be established through the milestone
review process, which should ensure that programs are supported by the proper analyses
and that program proposals are consistent with the goals and targets established in the
roadmaps. Ii: sum, acquisition decisionmaking should be:

o Linked with integrated planning through scenarios and investment area

1oadmaps--Program-level analyses should examine broad tradeoffs and

affordability in accordance with integrated force goals. Planners snould keep
abreast of program developments; and

» Integrated through milestone reviews--Milestone reviews should be used to
check on the consistency of programs with strategic goals as reflected in the
DPG's resource roadmap. To discipline the competitive advocacy process,
OSD should confirm the validity of program data and analyses.

A system with these characte: istics is consistent with the management principles for
acquisition management and decisionmaking discussed in the report of the Packard
Commission.!? Such a system would streamline the acquisition process by linking
strategy and acquisition more explicitly and directly. The basic decisions about programs'
consistency with strategy and their affordability are to be addressed in an integrated
framework that provides roadmaps linking individual programs with broad force goals.
Once roadmaps are established in investment areas, analyses and program-level decisions at
key points can be guided by the roadmap. The system would permit the program review
process to focus on ensuring that programs are executed within the planning parameters at
the program milestone reviews.

13 In the Packard Commission model (see the Commission's report, A Quest For Excellence) the program
manager would report to the Under Secretary for Acquisition through a streamlined chain of command.
Hence, the Under Secretary could provide the focal point for ensuring that acquisition programs form an
integrated, coherent program and are thus consistent with the overall strategy. The framework presented
here is consistent with this model and shows how planning helps 1o define the integrated program and
how analyses and milestone reviews should be used to cnsurc that programs are consistent with s
integrated goals established in the plans,

I1-17




C. THE MANAGEMENT CHARACTERISTICS AS BENCHMARKS FOR
REVIEWING THE CURRENT MANAGEMENT SYSTEM

The following three chapters use the management principles set out ir this chapter
as benchmarks for assessing the evolution and current operation of the defense
management system. Chapter III examines the processes and organizations for planning
and guidance. It reviews planning and guidance issues from the perspective of the four
major organizational actors in the process: national-level organizations, the Secretary of
Defense, the Joint Military Organizations, and the Services. After reviewing developments
in each of these arcas, Chapter Il concludes with an overall assessment of planning and
guidance in terms of the principles laid out in this chapter. In a similar fashion, Chapter IV
examines the programming and budgeting processes, and Chapter V examines the
acquisition program decisionmaking processes. The assessments provided in these
chapters provide the basis for the prototype system discussed in Chapter VI and our agenda
in Chapter VIl.
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III. STRATEGY FORMULATION, PLANNING, AND
GUIDANCE

The conceptual framework described in the preceding chapter outlined a DoD
planning process that would involve the department’s leadership in exploring alternative
futures and in providing the Secretary with a range of options for balancing the four
components of national strategy: national security objectives, operational strategy, forces,
and resources. This process would support the Secretary in establishing the needed
roadmap for linking acquisition programs with strategy. The Secretary's Defense Planning
Guidance would incorporate the results of such planning in order to inform managers of the
goais, milestones, and roadmaps needed to shape their near-term decisions.

Independent reviews of the defense management system summarized in Chapter I
demonstrate long-standing concerns that, prior to the Packard Commission and Goldwater-
Nichels Act, DoD planning processes did not provide the Secretary with the needed
framework for integrating the programs managed by the Services and defense agencies.
Such concerns were expressed by Presidents Truman and Eisenhower and by subsequent
Presidential commissions and Secretaries of Defense in the 1960s, 1970s, and 1980s. One
specific criticism was that planning at the OSD-joint military level did not mesh the four
components of strategy, primarily because the processes for force planning were not
meshed with resource considerations. A second criticism was that these processes
provided an aggregation of defense component plans rather than independent assessments
reflecting an integrated perspective.

We have reviewed current operation of the processes involved in strategy
formulation, planning, and guidance in order to examine these issues in view of the reform
efforts initiated in 1986 by the Packard Commission and the Goldwater-Nichols Act. This
chapter examines the four major organizational participants: the national political leadership,
Secretary of Defense, Chairman of the JCS (CJCS) and joint military organizations, and
Services. The main findings of the review are presented in Table ITI-1, which summarizes
the long-standing concerns in each area, reform efforts since 1986, and our assessment of
current practices.
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Four main findings are detailed below:

* National Political Leadership. The President, National Security Council,
and other cabinet-level organizations provide broad qualitative guidance on national security
objectives and strategy without tying these closely with resource limitations or (usually)
programmatic specifics. The Congress, through its authorization, appropriation, and
oversight functions provides strategic guidance, although this often takes the form of
“micromanagement." Historically, there has been concern that strategic guidance has been
too general and too loosely related to resource constraints, yet too detailed in line-item
involvement in specific programs. Recent reforms have not substantially altered these
practices. Nevertheless, we find that the basic tenets of national strategy are well
understood, and provide the needed guidance for the Secretary of Defense and the
Chairman of the JCS to develop concrete plans, programs, and budgets.

* The Office of the Secretary of Defense. The Secretary of Defense and
the Office of the Secretary of Defense play major roles in shaping strategy, providing
planning assumptions for long-term funding, and producing the Secretary's Defense
Planning Guidance . In recent years, both the preparation process and the contents of the
Guidance have been strongly criticized as providing only a weak mechanism for guiding
programs. Recent reforms have addressed many of these concerns. The process for
developing the DPG was strengthened in the DMR through the creation of a planning
issues cycle, and proposals were made to strengthen the DPG by including a range of
planning scenarios, a long-range investment roadmap, and a set of priority planning
objectives. However, several key improvements remain to be implemented, including a
resource planning process for developing the proposed investment roadmap.

* Joint Military Organizations. The Chairman of the Joint Chiefs of Staff
and the Commanders-in-Chief of the Unified and Specified Commands are the primary
military officials responsible for developing and linking a specific executable military
strategy to the President's national strategy. Their advice on the military capabilities
needed, and on the force goals associated with those capabilities, is an essential link in the
process. Hisiorically, joint planning was criticized because it focused on defining a
"planning force" that was based on a single planning scenario and did not consider resource
constraints. Reforms stemmiig from the Goldwater-Nichols legislation have greatly
strengthened the role of the CICS in forging the needed linkage by defining integrated force
goals that are consistent with projected available resources. However, the process is not
yet providing the Secretary with a range of strategic opiions rclating to forces or resources
as envisioned by the Packard Commission and formally instituted by NSDD-219. In
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addition, force structure goals established by the CJCS need to be augmented with more
explicit goals for modernization, readiness, and sustainability over the planning period in
order to provide a basis for resource planning analyses and program decisionmaking.

« Military Services. The Services create specific and detailed long-range
acquisition plans to develop and procure forces. They have well-understood strategies,
based on their view of national strategy and their individual roles and missions, which
shape their decisionmaking. Long-range planning typically is done for their major warfare
areas and in the case of the Army, a Total Army Plan is developed. This Service planning
provides an important pathway linking strategy with acquisition program decisionmaking.
However, these plans do not always reflect overall resource constraints, are not always
integrated at the Service Headquarters level, and are not integrated among the Services.
Therefore, they do not comprise a completed roadmap for integrating programs; rather they
outline a core set of programs providing a starting point for DoD-wide force and resource
planning.

Two additional steps are proposed in Chapter VI to clarify the linkages between
strategy and near-term program, budget, and acquisition decisions. The first is to
strengthen joint military-OSD planning so that it (a) examines strategic alternatives specified
by the Secretary of Defense, (b) meshes joint military force planning with long-range
resource planning, and (c) provid:s the Secretary with integrated, long-range goals for each
option examined. The second step is to implement the DMR's recommendations for
incorporating the products of this planning in the Defense Planning Guidance.

A. NATIONAL-LEVEL STRATEGY FORMULATION AND GUIDANCE

In an idealized system, the President and the Congress would establish the national
security objectives, policies, and resource allocations that would shape the military strategy
and required military capabilities. However, developing such grandly unified national
guidance would require the President and Congrss to achieve a broad, long-range
consensus on these clements of strategy. In practice such consensus has rarely been
sustained for long. Hence, the President must provide the leadership in developing and
proposing long-range, strategic direction for defense policy. Over the years the broad
national-level strategy enunciated by the President has been reasonably well understood,
and has provided a general framework for defining defense programs.

Many of the current institutions that advise the President on defense issues were
created following World War II for the express purposes of strengthening the integration of
military power, and linking forces with overall national security objectives. Most
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significantly, the National Security Council (NSC) was established as a cabinet-level
committee, with a staff within the Executive Office of the President; the new cabinet level
Department of Defense was created; and the Joint Chiefs of Staff was formed as a formal
organization consisting of the individual Service Chiefs and a Chairman.! The Nationa!
Security Advisor and the NSC staff have generally played a central role in coordinating and
guiding policy.2 However, each new Administration has established its own system of
advice within the executive branch to reflect its preferred style of management.

National security reviews provide an important mechanism for establishing and
disseminating security strategy, and have been undertaken by every Administration in the
post-war era. Under President Truman, NSC 68 reviewed U.S. policy toward the Soviet
Union. The Eisenhower Administration undertook a reexamination of national security
policy, reflecting the crucial role of strategic deterrence in military strategy and force
development. The Kennedy Administration conducted reviews prior to the President's
inauguration, and in its early stages, that together provided a comprehensive approach to
the cost and capability of U.S. defense policy. In 1969, the Nixon Administration
undertook a national security review, National Security Study Memorandum 3 (NSSM 3).
From 1970 to 1973, the Nixon Administration published annual foreign policy reports.
The Carter Administration first expressed its approach to defense with Presidential Review
Memorandum 10 (PRM 10), which attempted a comprehensive review of foreign and
defense policy.>

The Reagan Administration did not initially conduct a national-level review of
strategy. Sescretary Weinberger believed that the Carter Administration was buying the

1 For a description of the system of Presidential advice for national security, see "Presidential Leadership
and The Executive Branch in National Security,” in American National Security: Policy and Process,
by Amos A. Jordon and William J. Taylor, Jr., pp. 83-108.

2 For a description of the NSC and its staff, see The Tower Commission, Organizing for National
Security, Part 11 of Report of the President’s Special Review Board, Washington, DC,: President’s
Special Review Board, February 26, 1987.

The Tower Commission was concerned more with the possible improper operating role of the NSC
staff than the formation of national security policy. An earlier study of more direct relevance to this
paper was the "Odeen Study,” National Securiry Policy Integration, a report of a study requested by the
President under the auspices of the President's Reorganization Project, Washington, DC, September
1979.

For a history of the national security decisionmaking process see "The National Security Decision-
Making Process: Putting the Pieces Together,” in Jordon and Taylor, op. cit., pp. 201-217.

For a discussion of these stralegy reviews, see John Lewis Gaddis, The Strategies of Containment, A
Critical Appraisal of Postwar American National Security Policy, New York: (Oxford University
Press, 1982). Gaddis covers reviews through the late 1970s.
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right weapons and had only failed to fully fund them.# Moreover, Weinberger's policy of
"controlled decentralization"S was intended to centralize policymakiug while giving the
Services freedom to implement the military strategy within their departments.6 Eventually,
late in the Reagan Administration, a strategy review undertaken by the Commission on
Integrated Long-Term Strategy, also known as the Iklé Commission, emphasized
"discriminate deterrence" as a new, preferred strategy.’

Most recently, the Bush administration undertook a broad National Strategy Review
in the spring of 1989, but the results were never published. One official described the
review as reaffirming U.S. security objectives, but it has not been a significant factor in
shaping defense programs. One reason for this is that it did not carefully consider resource
issues and, hence, provided little insight into how programs should respond to the
changing budget environment. Another reason is the turmoil of change in Eastern Europe
and the Soviet Union, which has led to events overtaking the political and threat
assumptions underlying the review.

Strategy reviews traditionally involve a wide range of government agencies. Within
the White House, various coordinating and policy offices are involved in various aspects of
strategy formulation.8 Major componen:s of the Executive Branch involved in a strategy
review include the Department of Defense, the Central Intelligence Agency, State
Department, Commerce Department, Energy Department, Arms Control and Disarmament

4 According to Secretary Weinberger, "The principal shortcoming of the Defense biudget we inherited is
not so much that it omitted critical programs entirely in order to fully fund others, but rather that it
failed to provide full funding for many programs it conceded were necessary but felt unable to afford.”
See statement by the Honorable Casper W. Weinberger, Secretary of Defense, Before the Senats Armed
Services Committee, 97th Congress, 1st Session, March 4, 1981, p. 3.

5 See Deputy Secretary of Defense Frank C. Carlucci, "Management of the DoD Planning, Programming
and Budgeting System,” March 27, 1981, as reprinted in Federal Contract Reports, April 6, 1981, p. E-
1. ‘

The President, however, during his second year in office, issued a directive to develop a strategy. The
statement reaffirmed the individual Service decisions already made for purchases of major wcapons
programs, but gave littls guidance: for long-range planning in & resource-constrained environment. See
"Remarks of Judge William Clark,” National Security Advisor to the President, at the Center for
Strategic and International Studies, Georgetown University, Office of the Press Sccretary, The White
House, May 21, 1982,

7 Discriminate Deterrence: Report of The Commission On Intcgrated Long-Term Strategy,
(Washington, D.C.: U.S. Government Printing Office, January 1988).

8  These include the staffs of the NSC and the intelligence community, the Office of Management and
Budget, the Office of Science and Technology Policy, the National Space Council, the Office of the
U.S. Trade Representative, the National Critical Materials Council, the Council of Economic
Advisors, the Domestic Policy Council, and the Office of National Drug Control Policy. All of these
offices can and do influence the President’s military policy. See Office of the Federal Register,
National Archives and Records Administration, The United States Government Manual, 1989/90
(Washington, DC.: US Government Printing Office), pp. 85-100.
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Agency, Federal Emergency Management Agency, National Science Foundation, and
NASA. This wide involvement underscores the inte: dependencies involved in developing
national strategy at the executive branch level. Strategy formulation must take account of
the many aspects of defense policy, including gathering and evaluating threat information
development of space systems setting emergency regulations for industry, transportation
and manpower the issues of export control and support for science, technology, and
education.

In addition to formal Presidential strategy reviews, there is always an active
exploration of alternative futures and options within the defense community. Tc illustrate,
Table III-2 lists major DoD-related policy and technology initiatives during the period
1981-1988, and shows the nature of some of the alternatives considered. Several
initiatives came from the President and his National Security Council Staff, issued as
National Security Decision Directives and in speeches and other Presidential initiatives.
Additional initiatives were originated by Congress, the Secretary of Defense, or other
senior officials. The Competitive Strategies initiative was introduced by Secretary
Weinberger.9 These initiatives had two underlying themes: 1) a new emphasis on defense
for strategic warfare with an increase in strategic war-fighting capability; and 2)
development of high-technology weapons, especially for counter-attack and deep attack in
conventional warfare.

The variety of sources of such initiatives is healthy and useful. Such initiatives
could be used more effectively in decisionmaking however, if the Secretary had a
framework to judge how a particular initiative fit within some overall view, to measure the
extent to which each initiative contributed to long-term technology and force goals, and to
determine how to prioritize proposals in terms of available resources.

Each administration has its own documentation schemne for disseminating strategy
pronouncements. Some national security documents are very bread declaratory strategy
statements (such as those dealing with deterrence) and are widely disseminated. A few are
very sensitive and reach only the top civilian and military leadership. The absence of a core
document containing the essential elements of U.S. national strategy does not mean that no
strategy exi<!- In fact, many aspects of national security strategy can be deduced trom a

9 See Competitive Strategies, Hearings Before The Procurement and Military Nuclear Systems

Subcommittee of the Committee on Armed Services, House of Representatives, 100th Congress, 1st
Session, March 2 and 3, 1989, pp. 15, 22.
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Table tll-2. Strategic Initlatives, 1981-1988

. Strategic and Nuclear War-Fighting Capability

-- Air Defense Initiative (ADI)

-- Discriminate Deterrence

-- Strategic Force Modemization
-- Strategic Defense Initiative (SDI)

. increase in Conventional Offensive and Counter-attack Capability

-- AirlLand Battie

-- Balanced Technology Initiative (BTI)

-- Conventional Defense improvements Program (CDIP)
-- Competitive Strategies

-- Counter Air 90

-- Emerging Technologies (ET)

-- European Theater Defense (ETD)

-- Follow-on Forces Attack (FOFA)

-- Maritime Strategy

-- NATO's Extended Air Defenses

-- NATO Conventional Defense lnitiative

-- Naval Revolutionary Technoiogy Initiative (NRTH)
-- Non-Strategic Nuclear Warhead Modermization
-- SACEUR Conceptual Military Framework

Source; General Dynamics CorparareT)efense Initiatives Glossary, Defense Initiatives
Organization, General Dynamics, Arington, VA, August 1988.

close examination of official speeches, or from past controversies and shifts that are now
considered settled.10 However, the lack of a unified statement of strategy has led
subordinate policymakers to deduce strategy from a collection of such specific decisions or
pronouncements, speeches, or congressional testimony.!1

In sum, we find that the basic tenets of national strategy are developed and
disseminated tbrragh Presidential reviews, formal strategy statements, and a number of
other mechanisms. The broad outlines of national strategy are well understood and provide
general guidance for developing the National Military Strategy and defining integrated
forces. It is the responsibility of the Secretary of Defense, employing the defense
management system, to provide leadership in defining and propocing alternative operational
strategies, forces, and budgets consistent with the President's broad national-level strategy

10 See for cxample, Herman R. Staudt, The DoD Decision Making Process, (Cambridge, MA:
Massachusetts Institute of Technology, May 1, 1968), p. 29. Staudt ~.fers 1o an interview in which
his respondent describes this use of informal strategy statements as the preferred approach of the
Kennedy Administration, ditferentiating it from the Eisenhower Administration's use of the formal
Basic National Security Policy. This approach appears to be the way the govermnment has operated
since,

In the 1986 Defense Authorization Act, Congress required the President to provide a comprehensive
national sccurity strategy statement cach year. President Reagan published these in 1987 and 1988.
President Bush published his first one in 1990.

11

-8




guidance. We believe the existing relationship between the President and Secretary of
Defense is workable and therefore offer no recommendations in this area.

B. ATTEMPTS TO IMPROVE OSD PLANNING AND GUIDANCE

In formal descriptions of the delense management system, the Defense Guidance
(as discussed below, the DG has been modified and renamed the Defense Planning
Guidance) is the centerpiece of the planning phase of the Planning, Programming and
Budgeting System. The Defense Guidance was "a strategic plan for the conduct of
operations by U.S. military forces to defend the United States, its interests, and its allies
and friends against possible threats world-wide in the period two to seven years in the
future."12 The Defense Guidance contained a base scenario for force planning, the CICS
military strategy, and mid- and long-range force goals. (Fiscal guidance was issued
separately.) It also contained hundreds of goals and mid-term objectives (MTOs) ranging
from the most general to the very detailed.

The process for creating the Defense Guidance was a consensus-building staff
process, rather than an executive-level decisionmaking process. In practice, committees
often glossed over disagreements and gave minimal regard to fiscal realitics. The nature of
the committee process for formulating mid-term ob;sctives ensured that both the Services
and the OSD staff could create objectives, but in iotal the objectives did not provide a
realistic guide for subsequent POM development and review. Another weakness in the
process was that the POMs were fairly far along and in some years even completed when
the Defense Guidance was sent to the Services. In sum, under this system the Services and
OSD were not required to address critical problems and difficult choices in the planning
process.

In the second half of the 1980s, the OSD staff attempted to strengthen the Defense
Guidance by linking its mid-term objectives more closely to the progizm elements in the
programming phase of the PPBS. Attempts also were made to ccirelate the DG's
objectives with resource requiremen:s. Supporters believe thai these actions could have
been effective in meshing program planning with resource planning, but were undermined
by the unrealistic budget planning projections at the time. Hence, despite the staff attempts

12 john Bellinger, Director of the Defense Guidance Stafl, Strategic Planning and Decision-Making in the
Defense Department, Office of the Secretary of Defcuse, September 1984, p. 8.
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to strengthen the Guidance, mid-term objectives did not fully integrate programs to meet the
objectives of the Department, or relate them to realistic budget projections.

Strengthening this planning and guidance was a major goal of Secretary Cheney's
Defense Management Report. The DMR recognized niany problems with the existing
Defense Guidance, as noted in the following:

Under pressures of the annual budget cycle, consideration of broad policies

and development of guidance on high-priority objectives all too often has

been neglected, and decisions made instead on a short-term issue-by-issue

basis not well suited to optimizing the use of available resources. As a

result, DoD's principal planning product, the Defense Guidance, now

represents at best an early, negotiated settlement on the content of the

Service and Agency programs,13
One can infer from Secretary Cheney's recommendations (see Table ITI-3)--and observers
of the system have agreed--that the DoD planning system has lacked Secretarial
involvement, has failed to produce a constrained military strategy that represents difficult
choices by the military leadership, has failed to establish priorities among objectives and
goals, has been unclear in its funding implications, and has had no mechanism for relating
acquisition programs to Secretary of Defense, CJCS, or CINC priorities.

Table (1I-3. Defense Guldance Precblams Addressed in the Dofense
Management Report

= Lack of Secretarial involvement - low-level participation of large number of
committees

» Lack of constrained military strategy that expresses choices
+ Lack of priorities in objectives and goals
» Funding implications unclear

» No roadmap of future acquisition program reflecting SecDef, CJCS, or CINC
priorities

Source: DMR, pp. 5-6.

In the DMR, Secretary Cheney ordered changes to address these problems. The
new issue-cycle process for developing the Guidance is meant to focus on DoD's most
important problems as part of the normal planning system. The new DPG will contain the
results of decisions generated by the Secretary of Defense in response to major policy
reviews. (See Figure III-1 for a description of the proposed DPG.)

13 Defense Management Report, op. cit., pp. 5-6.
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The substance of the proposed Guidance has also been changed dramatically.
According to the DMR, the DPG would contain
. .a dramatically shortened and more ccncise section on forces,
incorporating only a limited set of high-priority "Program Planning
Objectives” that will be mandatory guidance to the Services and Defense
Agencies; [with] broad identification of the projected impact of these
objectives on future funding . .. .14
In an atternpt to replace mid-term objectives and make them more useful, new program
planning objectives (PPOs) will focus only on selected high-priority areas rather than
attempt to cover the majority of Service programs.

l Defense Plamning
Guidance
Mlmml COntems: Qum.(m
+ Joint Staff products s Major planning issues and + NCA approved policy and
decisions (from DPRB) strategy guidance (OSD, CJCS,
+ Chairman’s Net Assessment + Strategy (from CJCS NMS) JCS, CINC», Services)
« Decretary's planning
» CJCS OPLAN Assessment objectives (from DPRB, + Programming guidance
CJCS, Services) (OSD, CJCS, Services)
» OSD and Services - includes long-range
roadmaps » Mid-range military strategy
* President’s Policy and Fisce (JSCP)
Guidance SecDef Document
pub. date: 1 Oct (odd years)
i

Source: Joint Staft and OSD.

Figure lil-1. Proposed Defense Planning Guldance (DPG) Process and
Contents
In addition, the biennial planning cycle was to inciude a long-range investment plan. The
precise format and method of calculating this plan has not yet been defined but it will
include:

.. . arough, 20-vear 'road map' of the modemization needs and investment
plans of DoD, projecting the impact of the Program Planning Objectives,
and of additional modermnization or replacement of major systems (e.g.,

14 Defense Management Report, p. 6.
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ships, aircraft, tanks, and satellites) expected by the Military Departments

and Defense Agencies, against realistic levels of future funding.19

The first DPG following the DMR was to be published on October 1, 1989, but in
fact it was published on January 24, 1990.16 In preparing the DPG, the Secretary of
Defense had to struggle, as have pas: administrations, with how to provide guidance to the
Services and other componeuts that is specific enough to constrain, but general enough to
allow the flexibility needed for effective management. In addition, rapidly changing world
events throughout the second half of 1989 made it difficult to settle planning issues.
Hence, the new DPG was published without three of the proposed new elements: the
Nlustrative Planning Scenarios, PPOs, and investrnent roadmap.

Although the DMR proposal indicated that PPOs would focus on the Secretary's
high priorities, suggesting that they would provide a strong mechanism for guiding
components, the actual process undertaken in the Summer of 1989 was structured to
develop a consensus on a core set of programs. The process for developing PPOs was
initiated in the sutnmer of 1989 through an exercise that requested 10 ¢ andidate PPOs from
each military department, S from the CJCS, 3 from each CINC, 5 from each Under
Secretary, and 3 from each Assistant Secretary. A total of 93 were received and reduced to
38 through revic  ,y the CJCS and the Deputy Secretary of Defense. The remaining 38
PPOs were grouped into a more manageable set of 12 strategic elements. In effect the
process instructed each participant to continue to pursue traditional core programs--in effect
providing no guidance. In the end, the DPG excluded PPOs.

The DMR also called for an investment roadmap to be incorporated in the DPG;
however, an early decision was made to postpone implementation of such a roadmap until
the 1991 calendar year DPG. Such a roadmap (and the process for developing it) would
provide a mechanism for integrating modernization programs, and for examining the long-
run financial implications of near-term program decisions.!” The DMR did not define the

15 Defense Management Report, p. 6..

16 See Patrick E. Tyler, "New Pentagon Guidance Cites Soviet Threat in Third World,” The Washingion,
Post, pp. Al and A9,

Extended Planning Annexes used to be submitted with the POMs to provide visibility of projected
spending beyond the FYDP. There was general agreement that the quality of these projections negated
their utility, and so they were curtailed in 1987, Beginning in 1988, the Department underiook to
develop Long Range Planning Estimates to obtain improved information on the long-run resource
implications of decisions. The purpose of the Planning Estimates was to "...provide a gross ‘check' on
the future consistency, cost, executability, balance, and supportability of the FYDP's forces/programs.
Among other applications, this information would help in calculating specific mid-term objectives in
the Defense Guidance, assuming that the DG's fiscal guidance projections are not grossly dissimilar.™

17
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contents for the roadmap, and subsequent proposals have differed in several essential
aspects: the approach to resource constraints; time horizons; and timing of submission.
The differences stem from the basic question of whether the roadmap should serve as a
decision document or simply as a rough baseline of programs for informational purposes.
We conclude that the roadmap should serve as a guide for decisionmaking. Hence it
should be developed within a process that incorporates realistic budget levels, links with
the joint military's force planning processes, and is timely enough to be reflected in the
POMs.

In sum, we conclude that the DMR's proposed reforms of the DPG are en target in
creating the elements of guidance necessary for linking the DoD decisionmaking processes
with planing. The most significant improvement would come from the development of an
investment roadmap that reflects realistic projections of resources. The prototype
management system discussed in Chapter VI describes a planning process for developing
such a roadmap and provides suggested formats for implementing the DMR's
recommendations for the Defense Planning G:ddance.

C. THE STRENGTHENED ROLE OF THE CHAIRMAN OF THE JOINT
CHIEFS OF STAFF

The joint military organizations provide the Secretary with military advice on the
National Military Strategy (NMS) and recommend forces needed to meet national security
objectives. Two joint planning processes created for these tasks are the Joint Operational
Planning System (JOI3S) and the Joint Strategic Planning System (JSPS). JOPS focuses
on near-term operational strategies relating to how existing forces are deployed and would
be employed in combat.1® The JSPS provides the framework for establishing the long-
range NMS and for setting long-range force development goals.1?

See William H. Taft, IV, "PPB Schedale," Mcmorandum for the Members of the Defense Resources
Board, July 14, 1988,

18 The Joint Staff Officer's Guide, 1988, Chapter VI, pp. 125-206; see especially pp. 128-134,

19 This section discusses the JSPS as described in MOP 7, 30 January, 1990. A discussion of how the
JSPS operated before this change is contained in The Joint Staff Officer’s Guide, pp. 103-108, and The
Joint Strategic Planning System, MOP 84, Joint Chiefs of Staff, with Revision, 24 January 1989,
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1. Near-Term Planning: The Joint Operational Planning System

The JCS's near-term planning system, JOPS, apportions forces to the CINCs for
near-term operational plans so that each CINC knows what forces are available to him.
Each CINC is responsible for planning how to use assigned forces to carry out his
mission. Because this planning is short-ranged, it focuses on how to use existing forces,
rather than how long-range strategy might be adapted with possible new forces. These
processes are relevant for assessing near-term force goals and deficiencies in the areas of
readiness or sustainability, but are not structured to examine long-range force development
issues.

Despite this near-term focus, the CINCs have an important role in long-range
planning, A dialogue between each CINC and the National Command Authority (NCA) is
necessary to acquire the most effective forces. The leadership must know about the
expected threats faced by the CINC, and must review the planned response to these threats,
including campaign plans. Their perspective is vital in assessing total budget requirements
and the specific weapons and forces required. In recent years, procedural changes have
recognized this by increasingly involving the CINCs in long-range planning,

2. Strategic and Long-Range Planning: The Joint Strategic Planning
System (JSPS)

The JSPS is the formal means by which the Chairman, in consultation with the
members of the JCS and the CINCs, carries out his responsibilitics to provide long-range
plans and strategic direction for the Armed Forces. The JSPS provides the means for the
Chairman to assess the security environmient, evaiuate the threat, and propose the military
strategy and force capabilities necessary to achieve U.S. national security objectives
consistent with policies and prioritics established by the Secretary of Defense.

Historically, the concern witk JCS long-range planning was that it focused on
"planning forces" that far exceeded those that could be supported with available resources,
and that it tended to reflect an aggregation of individual Service views rather than an
independent integrated view. Hence, JCS force goals were not directly useful for
developing an overall program consistent with resources in the Defense Guidance.
Reforms in Goldwater-Nichols have directly addressed both of these issues.

The JSPS was being revised as the new DMR planning sysiem was being
implemented. Several weeks before the DMR was published, Admiral Crowe said that it
was "time to shift into second gear” in changing the sysicru, and the DMR provided further
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impetus. Problems in the JSPS as seen by the Joint Staff included unresponsiveness to the
changing national security environment; a lack of top-down guidance; too many documnents;
documents based on consensus; too much review and staffing of reports; and a lack of
influence of the products of the process in DoD decisionmaking. (See Table III-4.)

The JSPS has been restructured (depicted in Figure III-2) in order to reduce the
number of documents produced by this system to four, and increase the role of the
Chairman as the man-~ger of the staff process and documents. The Chairman's Guidance
and the National Military Strategy Document (NMSD) are intended to offer an integrated
viewpoint, rather than reflecting an aggregation of the individual strategies of the Services
and defense agencies. The NMSD conveys the advice of the Chairman--in consultation
-with the other members of the Joint Chiefs of Staff and the CINCs--to the Secretary of
Defense and the President on the force structure required to support the attainment of the
national security objectives. It appraises the threats to U.S. national security objectives;
recommends national military objectives derived from national security objectives;
appraises U.S. defense policy, as stated in the current DPG, and recommends changes;
recommends planning force levels to execute that strategy with a reasonabie assurance of
success in the planning period; and recommends fiscally constrained force levels that
conform to the fiscal guidance provided by the Secretary of Defehse. The Military Strategy
developed through this process is presented in the Chairman's statement of strategy,
providing a general framework for force planning. Exhibit ITI-1 provides Admiral Crowe's
statement of strategy as presented in the Joint Military Net Assessment,

Table Ili-4, Why the Joint Strategic Planning System Has Been Changed

Changas incorporsied in Hew JSPS February 1089

DOD RECRGANIZATION AZT OF 1986 NSDO 219 (IMPLEMENTATION OF PACKARD RECOMMENDATION)
- Increased maporaiblity of CJCS - Fiscalty constrained stralegy
- More panicipation by CINCe - Broad milkary ogtinre
< Not apsesarneve, evaluation of riek
JOINT STAFF ORGANIZATIONAL CHANGES OTHER

- Dep SecDel memo - DA timelinss and planning period
- Atlempts 10 syrohronize JSPS whh PPBS
- Aempts 10 HTPrAe Some doouments

Rsasone ter Thorough Overhaul

UNRESPONSIVE TO RAPIDLY CHANGING NATIONAL SECURITY LACK OF TOP-DOWN QUIDANCE
ENVIRONMENT Oocuments bult i botiom up
- Bingle straisgy rwview every two years : . )
- Too rany bulky dncuments unresc'abi and not used * Leadership not engaged sary In planning cycle
- Some docymens pubkshed iate
- Weak Infivence on Defenss Guidence/Sevice POMs EXCESSIVE 8TAFF OVERHEAD
- Too many bulky doouments
DOCUMENTS ARE CONSENBUS DOCUMENTS - Documents not well imegrated

« MOP 84 i JCS epproved document

- AN JSPS documents require JCS approvel (socording to MOP 84)
- “Line-in-ine-out® mentalty takes over ton sarly

LINGERING CRITICISM

- JSPD not relervant

Source: Joint Staff, Spring 1939.




Exhibit N1, U.S. Military Strategy

2. The Nationa! Military Strategy is but one component of national secusity strategy. The military, along
with the diplomatic and economic components of national security stralegy, sezk to ensure and protact these
key enduring national interests:

(1) The survival of the United States as a free and independent nation, with its fundamental values and
insiitutions intact,

(2) A healthy and growing economy, by maintaining and strengthening the US industrial, agricultural,
and technological bese and by ensuring access to foreign markets and resources,

(3) A stable and secure world, free of major threats to US interests.

(4) The growth of human freedom, democratic institutions, and free market economies throughout the
world, linked by a fair and open intemational trading sysiem.

(5) Healthy and vigorous alliance relationships.

b. The broad national interests listed above are supported by a wide range of objectives that guide policy
development and shape the national security strategy. The principal sccurity objectives that influence the
shape of the National Military Strategy are:

(1) Safeguard the United States and its forces, allies, and interests by deterring aggression and coercion;
and should deterrence fail, by defeating armed aggression and ending the conflict, at the lowest possible level
of hostilities, on terms favorable to the United States, its allies, and its interests.

(2) Encourage and assist sllies and friends in defending themselves against aggression, coercion,
subversion, insurgencies, and terrorism.

(3) Where possible, reduce Soviet presence throughout the world, increase the costs of Soviet use of
subversive forces, and foster changes within the Soviet bloc that will lead to a more peaceful world order.

(4) Prevent the transfer of militarily critical technology to the Soviet bloc.

(5) Pursue equitable and verifiable arms reduction agreements.

c. The security of the United States is inextricably linked to the security of its hemispheric neighbors,
north and south. Ac a result, the defense of North America is the nation's most fundamental security concern.
US national interests, as wel] as political principles, have led the Uniwed States to promote democracy and
economic progress throughout the hemisphere. The United States has rclied on 8 hemispheric security
system composed of a strong US deterrent, broad cooperation with Canada, and collective security
arrangements with Latin America.

d. US defense policy throughout the posiwar period has been aimed at deterring aggression against the
United States and its allies. Deterrence works by persuading potential adverseries that the cost of their
aggression will exceed any probable gains. Deterrence is the basis of US military strategy against
conventional as well a5 nuclear aggression. Because any conflict carries the risk of escaiation, the US goal is
to prevent aggression ¢f any kind. The United States also seeks to prevent coercion of its allies, friends, and
itself. Successful coercion could give a hostile power the benefits of victory without the cost of war. To
deter, the United States must make it clear that it has the means and the will to respond effectively 10 coercion
o aggression against its security interests. While emphasizing the resolve to respond, US policy is to avoid
specifying exactly what the ievel of response will be,

e. The US purpose is to prepare for war so well that aggression is successfully deterred. If deterrence fails,
US strategy seeks to secure all US and allied interests and to deny the aggressor any of his war aims. The
United States would seek to terminate any war at the carliest practical time and to restore peace on terms
favorable to the United States and its allies. US strategy secks to limit the scope and intensity of any war and
confine it to conventional means. The US goal is w0 end hostilities on terms favorable tc the United States
by employing conventional forces that do not engender the risk of escalation. If attempts to limit the scope
or intensity of war fail, however, US sirategy provides for the flexible and sufficient application of force to
ensure that no area of vital interest is lost by default.

Source: 1989 Joint Military Net Assessment, CM-2943-89, Oflice of the Chairman, The Jcint
Chiefs of Staft, Washington, DC, 18 May, 1989, pp. 2-4 and 2-5.
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Figure 1I1-2, New Joint Strategle Planning System

The fiscally constrained force planning now embedded in the JSPS should serve as
a comraon denominator for meshing force planning with resource planning. Itis essential
that force goals developed within the JSPS be specified in sufficieat detail to provide
needed inputs for both military net assessmeni analyses and resource analyses. This will
require that the Joint Staff identify goals for force modernization, r=adiness, .nd
sustainability as well as for force structure, and relate these to the National Military Strategy
options approved by the CICS and the Secretary.20

In summary, the formal joint military institutions are evolving as directed by
Goldwater-Nichols, NSDD 219, and the DMR. Both the CJICS and the CINCs have

_ significant roles in developing the National Military Strategy. Recent revisions of the

JSPS, which place it under control of the CJCS and require resource-constrained force
planning, should significantly increase the influence of the joint military organizations in

20 The NMSD research and development ( R&D) annex should also be helpful in linking acquisition to
strategy. The annex provides a cost perspective in the Service, unified and specified command, and
defense agency requirements for R&D in support of national security objectives and associated military
strategies. It addresses, by raicsion area, deficiencies in presznt and projected operational capabilities
that will require major R&D efforts to correct; esablishes a prioritized set of major R&D objectives
addressing these operational deficiencies; and establishes a joint position on R&D efforts and provides
input to the torce and resource planning guidance section of the DPG. In the past, however, the R&D
annex has not been connected to any OSD or Service activity and has had no impact on R&D activity.
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shaping military forces. However, meeting the objecti*«. of meshing force planning -.*th
resource planning will require the Chairman to stipulate goals for force modernizauon,
readiness and sustainability, as well as for force structure. Examples of how such goals
might be specified and meshed with resource planning are presented in Chapter V1.

D. SERVICE STRATEGY FORMULATION AND PLANNING

The Military Services' strategies and doctrines reflect their long-standing historical
perspectives on their roles and missions. While none of the Services h: s a single strategy
document that explicitly describes the National Military Strategy or the military strategy of
that Service, each does pursue a course based on strategy and tradition that is well
understood by its members. The Army approach is primarily tailored to its role in Central
Europe, with the Army the Air-Land Battle doctrine shaping planning and decisionmaking.
The Navy and Air Force strategies have considerable continuity and are closely connected
with historical justifications for their forces. The Navy has the Maritime Strategy. The Air
Force has a less formal Air Power doctrine.

These Service strategies are broadly consistent with the National Military Strategy,
and interrelationships among the Services regarding their respective roles and missions
have been spelled out in a number of documents over the years. However, these strategies
are not coordinated to the extent that they provide a coherent, integrated strategy for joint
military operations.

This section reviews the planning process for each Service. We find that each has
within its major warfare communities long-range plans that show how that community will
maintain and replace its inventories of major weapons. These plans can best be viewed as
blueprints for maintaining and upgrading the forces commanded by these communities,
which see their responsibility as improving war-fighting capability within their respective
mission area. The reconciliation and integration of their programs must therefore be
accomplished at a higher level.

1. Army

The Army's strategy is & broad statement, articulated through numerous documents,
of the capabilities required to fulfill its missions. The Army Posture Statement notes that
satisfying the CINC's war-fighting requirements in consonance with national priorities and
preparing the Army for the future are primary Army responsibilities. The strategic
tissions for Army Forces are articulated in The Chief of Staff's and Secretary's Annual
Posture Statement to the Congress. These missions are to maintain, with other Services, a
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strategic reserve capable of responding to threats in the Western Hemisphere and other
contingency areas; to deter or if necessary defeat a Warsaw Pact attack on NATO and
maintain its territorial integrity and security; to support allies in Asia, Latin America, and
Affica; to deny Soviet cortitrol of Persian Gulf oil; to defend vital US interests in the Pacific;
and to respond to other threats to U.S. interests anywhere in the world.

The Army, like the other Services, pursues a forward strategy based on ready
contingency forces and the latent military power resident in the U.S. manpower and
industrial base. This forward strategy is further articulated, in the case of NATO, in the
Air-Land Battle Concept that recognizes the joint roles of Army and Air Force resources to
deal with all echelons of the Warsaw Pact forces in blunting an attack.2! The principal air-
land battle concept guides the mission area analyses and the force development planning in
each of the Army's mission areas. Another influencing factor is the competitive strategies
concept that the Army supports. The Army Posture Statement asserts that “today, forward
deployed US ground forces are our Nation's most visible symbol of resolve, particularly in
Europe and Northeast Asia." The statement also notes that the Army supports the war-
fighting CINCs by providing organized, trained, and equipped forces.

The Army's strategic responsibilities are met through a very detailed series of
planning steps. Long-range planning in the Army begins with estimates of future trends
prepared by the intelligence community and the Office of the Deputy Chief of Staff for
Operations inputs to the process for determining future Army needs. The Office of the
Deputy Chief of Staff for Operations and U.S. Army Training and Doctrine Command
develop implications for the Army and concept-based requirements that blend to yield a
statement of future force capability and characteristics. The Army Long-Range Appraisal
develops prioritized problem areas that are used jointly by the Training and Doctrine
Command and Army Materiel Command to prepare force development plans, operation and
organization plans and materiel acquisition plans.

The major Army documents include The Army Long Range Planning Guidance,
which provides broad direction for the next 30 years; The Army Plan, which delineates
force and resource allocations for the next 7 years and resource guidance for 15 years; and
The Long-Range Research, Development and Acquisition Plan and Mission Forces
Materiel Plan.

21 Ajr Land Baule-Fuwre, presented to General Vuono, Combined Arms Center, June 2, 1988, and
Airland Battle-Future, ALB-F SSG Decision Brief, April 6, 1988.
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In recent years, the Army has developed a set of modernization plans which offer,
in some detail, a replacement and modernization plan for major force and support systems
such as aviation, fire support, armor, and wheeled vehicles. The Aviation Modernization
Plan, for example, includes discussions of threat, war-fighting, force design and force
structure, force modernization acquisition and resource strategy, and leadership
development and training. It includes a helicopter replacement schedule based on force
aging and threat, and a development schedule. It covers a full procurement schedule for
types of helicopter for 10 years in the future.22 The Army's modernization plans have been
built to support the ~.r-land battle, and they contain concepts of the manner and order in
which Army units should be equipped.

2. Navy

The principal expression of Naval objectives and the stated basis for Navy planning
and programming is the Maritime Strategy.22 The Maritime Strategy offers broad support
for all Navy acquisition programs, even though strategy may not be explicitly related to
cach weapons system. The Maritime Strategy translates national strategic objectives into
objectives, missions, and functions at varying levels of conflict. The principal objectives
are strategic deterrence, sea control, power projections, and strategic lift. Navy warfare
mission areas directly suppori these objectives.

The strategic concepts for the employment of Navy and Marine Corp maritime
forces complement the forward orientation of the Army and the Air Force. The forward
strategy, as it applies to the Soviet Urion and the Warsaw Pact, basicaily is a counter-force
strategy that is designed to blunt an attack on the West, to minimize disruption of the

integrity of the Central Front and that of the NATO infrastructure, and to postpcne a major
confrontation.

The principal articulation of maritime strategy is found in the Annual Statements to
Congress by form.er Secretary of the Navy John Lehman, The strategy is also referenced
in Navy documents such as the Naval Aviation Plan and the Chief of Naval Operations

22 Army Aviation Modernization Plan, Office of Chief of Staff, United States Army, DAMO-FDV,
Washington, DC, May 1988.

The Navy's strategic policies are pronulgated in The Maritime Components of National Military
Strategy, which is issued by the Office of the Chiet of Naval Operations as OPNAYV Serial 60-P-89.
This document provides broad planning guidance as well as broad concepts for the employment of
Navy-Marine Corps forces in support of national objectives. The public version has appeared as The
Maritime Strategy, by Admiral James P. Watkins, USN, Proceedings of the U.S. Naval Institute,
Supplement, January 1986, pp. 2-17.

23
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(CNO) Programming Guidance and Program Analysis Memoranda (CPAM). Essential
elements of maritime strategy include maintenance of the sea-based strategic deterrent (fleet
ballistic missile submarines) and the general-purpose force roles of sea control/sea denial,
power or force projection ashore, and the raaintenance of peacetime force presence. These
pillars of maritime strategy offer broad support for virtually all weapon system acquisition,
even though strategy is seldom invoked as a determinative factor in initiating a new
acquisition program.

The Maritime Strategy provides one basis for the development of the Navy POM.
Other inputs include the Department of the Navy Planning and Programming Guidance, the
CNO Policy and Planning Guidance, and the CPAMs. The CPAMs provide in-depth
analysis of each major warfare task area and present aliernative courses of action for
achieving the goals and priorities of the CNO.

Longer range acquisition planning and its linkage to National Military Strategy
tends to be driven primarily by a variety of concerns within the Navy, all related o
maritime requirements, with little direct reference to the requirements of the JICS, CICS,
and the unified CINCs. However, the fleet CINCs (the maritime component commanders
of the unified CINCs) provide inputs reflecting their regional concerns both through the
joint processes as well as through the CNO and OPNAYV. They aiso participate in many
studies, war games, and senior symposia. In these capacities they help to reflect the views
of the unified CINCs in maritime planning.

The longer range acquisition planning develops in a variety of forums. These
include CNO meetings with the fleet CINCs; studies conducted by thz CNO Executive
Panel (OOK), the Naval War College, Post Graduate School, and laboratories; research
done by the Center for Naval Analyses; meetings of the National Security Industial
Association (NSIA) and a variety of technological symposia; and studies such as that
recently conducied by the Naval Studies Board of the National Academy of Sciences (the
Navy of the Twenty-First Century), 24

The overall Navy planning effort appears to be well coordinated, and strong
oversight from the Office of the CNO provides clear policy guidance throughout this
network of activity. This process indicates that the Navy understands how its force units

24 Nayy 21: Implications of Advancing Technology for Naval Operations in the Twenty-First Century,
Volume I, Overview, Naval Studies Board, Commission on Physical Sciences, Mathematics, and
Resources of the National Research Council, National Academy Press, Weshington, DC, 1988.
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can and should evolve, but as with the Army, its focus is primarily on its individual roles
and missions.

3. Air Force

Among Air Force leaders is a widely held and uniform body of knowledge that
encompasses the elements of National Military Strategy (such as deterrence, forward
deployment, rapid reinforcement, and dependence on alliances) as they relate to the air
power doctrine that has developed over the first century of flight. The elements of air
doctrine include the belief in the decisiveness of air power, the importance of achieving air
superiority, the necessity for centralized control of air assets within an operating theater, the
high value of interdicting enemy resources before they can be brought to bear against
friendly forces, and the importance of man-in-the-loop decisionmaking. This strategy
accounts for the Air Force's commitment to manned bombers, its preference for flexible
rather than specialized aircraft (fighter bombers instead of close air support aircraft), and its
reluctance to embrace unmanned aerial vehicies as an alternative to manned systems. These
elements have long-term continuity, and they tend to have a stabilizing effect on Air Force
decisionmaking during the resource allocation and weapon system acquisition processes.

Beyond the delivery of systems currently contained in the Five-Year Defense Plan,
no truly long-range Air Force plan exists. Longer range studies and planning are
underway, bu- these efforts are more narrowly focused and do not cover the broad
structure of the Air Force in the years beyond 2G00.

Whilz the Air Force's Project Forecast II identified technologies which represent
potential force multipliers for the future, the Air Force does not develop documented plans
for the force levels it might be able to afford 10 or 15 years in the future. Most of the
formally documented Service planning activity is of much shorter range and is geared to the
shorter cycle of the Planning, Programming and Budgeting System. The Air Force

develops, for its own internal use, a series of documents that are based on the the Secretary

of Defense's DPG. In the aggregate, these planning documents provide a significant
amount of information to the programming portion of the PPBS process, but the planning
function does not begin to achieve the importance in the resource allocation process that its
champions advocate.
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E. OBSERVATIONS: THE PARALLEL PATHS LINKING STRATEGY
AND PLANS

This chapter has considered the processes and organizations for formulating
strategy, for long-range planning, and for issuing guidance within DoD and at the national
level. Our general finding is that there are, in effect, two parallel paths through which
National Militery Strategy is translated into plans. The first path is the formal linkage
through the joint military-OSD planning process, which provides the basis for developing
the Defense Planning Guidance. The second path is through the individual plans of the
Service warfare communities, and other defense components, which plan for the future of
their organization based on their understanding of the NMS and their individual views of
their roles and missions.

The historical criticisms of DoD planning stem from the concern that the Service-
based path has predominated in shaping defense decisionmaking, because the existing
defense management system provided the Secretary with an aggregate of these plans,
which did not resolve the competition for limited resources. Many recent reforms have
been aimed at strengthening the jo’nt military-OSD path of linkage. As we have found,
substantial progress is being made. Cur specific findings are as follows:

+ At the nationa!l level, the President has provided a general view of objectives
and strategy over the years. While the objectives and strategy have not always
been formally articulated, the basic tenets are well understood. The national-
level strategy is not linked to resources, however, and as a result it functions
only as a general guide for DoD decisionmaking.

»  Historically, the Secretary of Defense's Defense Guidance did not provide a
" roadmap for integrating programs. It was prepared through low-level
committee consensus rather than executive decision, and did not correlate
guidance with realistic resource constraints. Recent proposals in the Defense
Management Report address these weaknesses in the Guidance, by
establishing planning scenarios and an investment roadmap. But these have
not yet been adopted. In particular, a mechanism is needed for developing the
proposed long-range investment roadmap.

*  Recent reforms by the Chairman of the JCS in carrying out the Goldwater-
Nichols Bill have given him the power to play a major role in defining force
goals linked to resources. As yet, CJCS force planning continues to focus on
force structure for a single planning scenario, and is not closely meshed with
long-range resource planning. Force planning must be meshed with resource
planning, and to do this JCS force planning must establish goals for
modernization, readiness, and sustainability.
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o The Services' long-range planning reflects their strategies and their individual
views of their roles and missions. These plans reflect the long-range goals for
the major Service warfare communities. A DoD-wide planning framework
should draw upon and integrate the Service's plans.

In view of these findings, the prototype management system outlined in Chapter V1
proposes two changes in joint military-OSD planning. The first is to strengthen planning.
The proposed process would address strategic options identified by the Secretary, mesh
JCS force planning with OSD/Service resource planning, and integrate the results across
missions, functions, and Services. The second is to adopt the DMR's recommendations
for the Defense Planning Guidance. Elements of guidance should include scenarios, goals,
. and an investment roadmap to provide the needed linkages from strategy to near-term

decisions,




IV. PROGRAMMING AND BUDGETING

This chapter examines the DoD management system supporting the Secretary of
Defense in formulating specific programs and budgets. Cur review is structured around the
four main phases of this process. First, a programming cycle begins when each Service
end defen<e agency begins preparing its five-year program proposals in its Program
Objective Memorandum (POM). Second, the Defense Planning and Resources Board
(DPRB) reviews these proposais and develops a unified Five-Year Defense Program
(FYDP). Third, based on this approved program, and fiscal guidance for the budget
period, the Services prepare individual budgets for the next two years. Finally, the DPRB
reviews these proposals, and the Secretary's decisions are incorporated into the
department’s proposed budget that is then forwarded to the President.

In the conceptual framework outlined in Chapter II, DoD's programming and
budgeting activities would flesh out specific actions needed to mee: the long-run goals
establishec in the planning process. The POM and budget proposals as well as the DPR
reviews would follow from (a) the DoD's long-range goals conveyed in the Defense
Planning Guidance, and (b) the budget guidance provided by the nation's political
leadership. Execution reviews should track the progress made toward accomplishing long-
range goals using the DPG's goals and roadmap as benchmarks.

The critiques of defense management prior to the Packard Comrmission and the
Goldwater-Nichols Act, sumimarized in Chapter ], concluded that weaknesses in planning
and guidance caused the Secretary to rely heavily on the DPRB's reviews of proposed
POMs and budgets for formulating as well as implementing integrated programs and
budgets. Two main concerns were raised regarding the effectiveness of this practice for
creating integrated overall forces and programs. One is that the DPRB reviews lacked a
roadrnap to frame issues and choices in terms of long-run, integrated force goals, although
they were effecuve in "scrubbing™ component proposals. The cther concern was that the
DPRB reviews looked systematically only two 10 five years in the future, and thus could

not consider the long-run budget implications of near-term acquisition program decisions.
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There was a parallel criticism that DoD was forced into this mode of near-term
decisionmaking, due to the lack of any national budget guidance that would ensure longer-
range decisions were politically viable.

Our review examines these issues in view of the changes made since the Packa.d
Commission and Goldwater-Nichols Act in 1986, and assesses current practices. This
chapter first briefly addresses the national-level budgeting processes. Then it discusses the
three main organizational participants in DoD programming and budgeting: the Services,
the DPRB which conducts the Secretary's program and budget reviews, and the Chairman
of the JCS and the joint military organizations. Four main firdings, summarized in Table
IV-1, are detailed below. (The table follows the format used to summarize the findings of
Chapter II).

+ National Political Leadership: A long-standing concern has been that
Congress and the President have not provided the budget guidance needed for DoD to
establish s:able programs, but rather micromanages programs through detailed line-item
reviews of DoD's proposals. Proposed remedies have incladed rwo-year budgeting and
proposals for Congress to issue five-year budget guidance. As a practical matter, such
procedural attempts to establish consensus and budget stability are unlikely ever to be
adopted: Congress lacks the organizational structure and political consensus needed to
provide such leadership. Moreover, neither Congress ror the President wishes to make
commitments that might later conflict with evolving security, ccenomic, or political factors.
These political facts of life have two implications for DoD management. One is that the
leadership remains with the executive branch for developing, proposing, and justifying
concrete defense programs aimed at building a national consensus on defense, A second
implication for defense management is that the Secretary's management system must be
structured to accommodate a degree of budget uncertainty, as budgets will always reflect
the changing views of the nation's electorate. An important aspect of such leadership is the
need to develop budget proposals that are consistent with the public's support for defense.

* Defense Agencies and Services: Each Service and def-nse agency POM
reflects its view of National Military Strategy and its traditional roles ».vi .1 sions. In the
absence of an overall roadmap for guiding POM development, indiv, 1.2t POMs cannot
simply be stapled together to form an integrated Program, since there will be gaps or
overlaps in the proposals. In addition, spending plans implicit in these proposals are not
reconciled with overall budget projections beyond the five-year program period. POMs
provide a core set of programs that are connected with National Military Strategy through

V-2
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the Service strategies; however they must be meshed together by the Secretary to become
part of an overall integrated program.

* DoD-Wide Defense Planning and Resource Board: Critics of the
DPRB review processes objected to their limited perspective, caused by the lack of explicit
long-range goals and an associated resource roadmap to guide those reviews. If the DPRB
incorporated such a roadmap in its reviews, it would be possible to frame review issues in
terms of long-run goals. This would systematically reveal the total planned, or implicit,
Tesource commitments associated with near-term acquisition program decisions, permitting
more cffective management of the overall modernization program. Therefore, we conclude
that the most pressing needed action in the programming and budgeting area is to define
procedures that ensure the DPRB reviews incorporate the long-range investment roadmap
proposed in the Defense Management Report,

e Joint Military Organizations: Prior to the Goldwater-Nichols Act, there
was significant concem that joint military organizations did not have 2n adequate voice in
the DPRB review process. Changes since 1986 have substantially strengthened the voice
of both the CJCS and the CINCs at every stage, and they now have substantial
opportunities to comment upon and shape programs and budgets. Nevertheless, we
believe the joint voice could be further strengthened by emphasiz‘ing the role of planning in
the defense management system. This would permit the joint m'litary to contribute in
shaping the overall direction of the defense program without becoming mired in the details
of programming and budgeting.

Chapter VI proposes procedura: changes designed to frame programming and
budgeting issues and choices in terms ¢f the long-range goals and roadmap that are to be
published in the Secretary's Defense Planning Guidance. Three gene.al steps are
suggested. First, the DPG's goals, milestones, and roadmaps must be kept current and
made available to the Services and defense agencies in time for developing their POMs.,
Second, the Secretary's program and budget reviews should adopt procedures to easure the
staff incorporates these elements of juidance as a primary basis for framing review issues
and judging Service POMs. In addition, program progress should be tracked in DPRB
execution reviews based on the DPG's long-range goals. Third, in order to help build a
consensus and shift the national-level debate toward longer-range strategic issues, the DoD
should present, explain, and defend its programs to the President and Congress in terms of
long-range goals that are consistent with public support for defense spending.
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A. NATIONAL-LEVEL GUIDANCE AND BUDGETING

There has been long-standing concern that the Secretary's ability to integrate
defense programs has been undermined by the lack of national level guidance for
formulating budgets. One criticism has been that Congress fzils to work with the President
to provide the needed up-front guidance on defense budgets, and reacts to proposed
budgets by micromanaging individual budget line items. This Congressional
micromanagement undercuts the Secretary's authority to discipline subordinates to settle
issues and adhere to his decisions.

This section addresses these issues through 2 review of the defense budgeting since
World War II. We first briefly examine some of the factors shaping defense budgets in the
post World War II era. Presidential leadership has substantially influenced defense budgets
and the emphasis on major mission areas. However, tc provide such leadership, his
policies and budgets must be consistent with the underlying trends in the security

" environment, military balance, and domestic economic factors that determine public support

for defense spending. Congress has followed the President's lead when his policies have
public support. There are, however, notable cases where Congress has overruled the
President, particularly during the Vietnam war and in the later Reagan years. The
implication for defense management is that the Secretary must support the President in
leading the nation on defense budgets by proposing coherent defense programs that are
consistent with the likely resources that will be requested by the President and appropriated
by the Congress.

1. Security Concerns, Economics, and Defense Budgets

Public support for defense is shaped by both security concerns and economic
factors. The tension between these considerations has been an important factor shaping
defense budgets since World War I1.1 The security side of the budget equation reflects the
evolving U.S. strategy in the post-World War II era, the changes ir Soviet capabilities and
intentions, and U.S. involvement in regional hostilitics. Table IV-2 cxamines defense
budgets and their relationship to prevailing strategic doctrine. The size of the budget has

The characterization of national security policy is derived from the presentation of these policies in
John Lewis Gaddis, Strategies of Containment: A Critical Appraisal of Postwar American National
Security Policy (New York, NY: Oxford University Press, 1982). Gaddis did not generalize his
characterization, nor did he try to apply it to the Ford and Caner Administrations for which he had
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reflected the intensity of the cold war, and the the costs of US overseas conflicts. Since
1947, annual defense outlays (DoD only) have ranged from 4.5 percent of GNP during the
period following World War IT (1947-1950) to a high of 11.3 percent in the early 1950,
during the Korean War.

Table IV-2. Defense Qutlays as 8 Percent of GNP, 1947-1996, by
Administration and Natlonal Security Strategy

National Dofens.. ... \ays® asa
Percent of Gross N....nal Product
ADMINISTRATION(s) Fiscal Cherscterization of
Year Pariod Aversge Annual
Flest  Last Buss  War® Total First  Last
Truman | 1947 1950 Early Containment 4.5 - 4.5 40 49
Truman il 1051 1954 NSC-68 and Korean Warj 7.6 37 113 790 124
Eisenhower 1855 1960 New Look 9.4 - 0.4 10,4 89
Kennedy/Johiison 1961 1965 Flexible Response 83 - 8.3 9.1 73
Johnson 1966 1969 Vietnam Buiigup 6.5 1.9 8.4 7.5 84
Nixon 1870 1975 Vistnam Wind Down 6.0 0.5 6.5 79 57
Ford/Carter 1976 1980 Poacatime Buildup® 5.1 - 5.1 5.4 51
Reagan 1881 1986 Rearmament 6.2 - 6.2 54 66
Reagan/Bush 1087 1991 Gramm-Rudman 59 - 5.9 6.5 52
Five YearProjection® | 1992 1996 | Gramm-Rudman
Constant Real 47 - 47 5.0 44
L__Constant Noingl 44 = 4.4 50 38

Source: National Defense Budget Estimates For FY1990/1991, Office of the Assistant Sacretary of
Detense (Comptroller), March 1989, pp. 118-119; and OASD(Comptroller) printouts,

2 On a national income accounts basis.

b |ncremental costs of war buildup in budget authority bagan in 1968, dut lag in outlays meant that 1970
was the first year that showed an increase by the measure used in this table.

CAssuming conatant nominal budget and 3 percent inflation, i.e., a decrease of about 3 percent per
year in real terms.

d Estimates assume GNP growth rate of 3 percent per year.

The composition of budgets has evolved in response to shifts in strategy. The
steady decline in real spending for strategic forces since the mid-1960s reflects the
completion of several major weapon systems (B-52, Polaris, and Minuteman), and a shift
toward a deterrence policy of flexible response. General purpose spending, on the other
hand, has risen steadily since the late 1940s and is even higher today than it was at the

sight of the Vietnam War (Table 1V-2). The budget distribution among the Services has
also changed over the yea s, with the Navy, for example, increasing from 25 percent in
1953 to 32 percent in 1990, the Army decreasing from 30 percent to 26 percent, the Air

limited documentation. The comments on those administrations and the Reagan and Bush
Administrations are based on other sources.
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Force decreasing from 45 percent to 32 percent, and defense agencies increasing from zero
to 10 percent.

On the economic side of the balance, two distinctly different views are evident that
tend to reinforce the security policies of each President. One is the Keynesian view that
defense spending contributes to economic prosperity. This view was ascribable to
Dcmocratic administrations from 1950 until the Carter Presidency. The opposite, more
traditional economic view is that the burden of defense reduces economic growth and,
hence, detracts from the nation's economic welfare.2 Typically, this view was held by
Republican administrations until the Reagan Presidency.

The influence of economic factors in national security policy is apparent when one
reviews the history of Presidential decisionmaking. Presidential decisions to propose
increased defense budgets were supported by economists who supported increased
spending. One irnportant example was NSC-68, issued in the spring of 1950, which was
influential in the rearmament of the early 1950s. A second example was the Gaither Report
of the late 1950s,3 which resulted in the Kennedy administration's buildup of the early
1960s. President Johnson adopted an explicit guns and butter approach in executing the
Vietnam war in the mid 1960s. The Reagan Administration provides another example,
when optimistic growth assumptions were accompanied by the defense budget increases of
the carly 1980s.4 The basic argument was the same in each case--that the economy could

grow more quickly and therefore could afford whatever level of defense expenditures was
needed.

Fiscally conservative economists have tended to be on the other side in cases where
reviews have reccommended that balancing the budget should come first--as was the case

2 For a good characterization, se¢c Samuel P, Huntingion, The Common Defense: Strategic Programs in
National Politics (New York, NY: Columbia University Press, 1962), pp. 177-218. Writing before
the Kennedy Administration and v.ith limited public documentation on NSC-68, Huntington had lite
reason to discuss another possibility.

3 On the Gaither Report see Deterrence and Survival in the Nuclear Age (The Gaither Report of 1957) as
reprinted by Joint Committee on Defense Production, Congress of the United States, 94th Congress,
2nd Session (Washington, D.C.: U.S. Government Printing Office, 1976). For the economics
discussion, see pp. 12-14 and "Costs and Economic Consequences,” pp. 22-24, More than 20 percent
of this national security report dealt with economics.

4

For a discussion of the economic rationale for the Reagan defense, dcmestic, and tax programs, see
Herschel Kanier, "The Reagan Defense Program: Can It Hold Up?,” Strategic Review, Spring 1982,
pp- 19-34. See especially pp. 20-23. The official view is contained in Office of Management and
Budget, Executive Office of the President, Budget of the United Siates Government, Fiscal Year 1983
(Washington, DC: U.S. Government Printing Office, 1982), pp. M3-M24.
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early in the Truman administration and in the Eisenhower administration. Similarly, the
discussion which led to the Gramm-Rudman-Holiings budget balancing law, and the
termination of the Reagan defense buildup, was based on conservative econornic argument.

Ironically, Presidents wi.c: were most active in constraining the defense budget
during their own terms may have contributed to a later reaction, that ied to later increases.
The more frugal budgets of the 1550s and 1970s planted the seeds for subscquent
increases. Presidents that allowed substantial defense budget increases also may have
contributed to a political reaction, This argues that there may be an underlying sustainable
trend in the public demand for defense spending from which spending deviates cyclically
according to near-term political or economic factors. Presidential leadership can
substantially influence public support, but there will always be limits imposed by
competing demands on the federal budget.

2. Presidential Leadership and Congressional Review

Although the President has generally provided the leadership in setting defense
strategy and budgets, Congress has been an increasingly active pardicipant. The
President's proposed budgets are typically scrutinized and reduced by the Congress. These
adjustments may be marginal when there is general agreement on defense policy.
However, when there have been major policy divisions, the changes have been substantial.
For example, during the later Reagan Presidency, Congress and the President were at odds
on national budget prioritics, and Congressional changes in budgets were substantial.> In
the 1980s, the Congress cut President Reagan's request each year from 1982 through
1989.6 Since the fiscal year 1983 budget, Congressional reviews have resulted in
reductions of $15 to $35 billion, or 5.5 to 10.8 percent. In some years these cuts were
negotiated, in others they were unilaterally imposed by Congress.’

5 Evenin the later years of the the Reagan Administration, during which the defense buildup lost support

in the Congress, the defense budget was largely dictated by the Budget-Balancing Act that passed with
Reagan Administration support in 1985. See Lawrence J. Korb, "The Reagan Defense Budget and
Program; The Buildup That Collapsed”, in Assessing the Reagan Years, edited by David Boaz,
(Washington, D.C.: 1983), CATO Institute, pp.83-94; see esp. pp. 89-93.

For example, the original FY 1986 request for $313.7 billion was reduced to $289.4 billion by the
Congress, a reduction of 8.4 percent. See National Defense Budget Estimates For FY1986, Qtfice of
the Assistant Secretary of Defense (Comptroller), March, various years,

National Defense Budget Estimates for FY 1985, (Washington, D.C.: March 1984); Office of the
Assistant Secretary of Defense (Comptrolier), and subsequent editions through March 1989,
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Congress's role in reviewing and authorizing individual line items has become
considerably more detailed over the years. The separate annual authorizations of the
defense budget, which began with just the shipbuilding funding accounts in 1960, has
grown to include virtually the entire defense budget.? Congress made about 600 line item
changes in 1970, and that number grew to more than 2,100 line items, out of a tot.1 of
about 2,500 line items, in the 1987 budget. However, these changes reflected the large
reductions made in the overall budget that year. Congressional changes dropped to about
750 line items in the 1989 budget, reflecting the early agreement of the President and
Congress on the budget top line in that year.

Congress has always been actively involved in defense decisionmaking; however,
it has lacked the institutional structure and political cohesion needed to develop a leng-range
view of defense issues. Congress, therefore, has generally only responded to the budgets
proposed by the Piesident, as opposed to providing its own long-range, integrated vision
for defense policy. Although the changes made are often significant, their effect on the
overall balance of the defense prog-am should not be exaggerated. While many of the
changes represent attempts to redirect policy, a large number reflect marginal changes to
accommodate top-line budget cuts, or bookkeeping adjustments. The best -vay to minimize
such changes is to provide a proposed budget close to the level the public can be expected
to support.

3. Two-Year Budgeting

The Packard Commission recommended two-year budgeting for defense in order to
help stabilize the defense budget. DoD responded by implementing a two-year budget
cycle in 1987. The first two-year budget was proposed to Congress in January 1988.
However, thus far Congress has been unwilling to change, and continues to review and
approve the DoD budget annually. The new two-year PPBS cycle eliminated some annual
rewriting of the Defense Planning Guidance and Five-Year Defense Program, but with the
entire federal government on an annual cycle, stabilizing the budget for two years has
proven impossible.

8 Ibid, p. 96. "Congress Find New Ways to Micromanage FY90 Budget," Armed Force Journal

International, November 1989, pp. 8 and 11-12, see especially p. 11.

See Richard Lardner, "Report Says DoD Needs Greater Flexibility to Make Budget and Policy
Decisions,” Inside the Pentagon, December 22, 1989. The articie contained & summary of the
Pentagon Whiw Paper on Congress and the defense budget.
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Instituting a two-year budget initially was compiicated by the fact that in 1987 the
President and Secretary of Defense were still projecting annual growih rates that far
exceeded the funding that the Department was likely to get. Thus, while the new Secretary
of Defense Carlucci had to adjust the FYDP to more realistic projections, he was in a poor
position to implement an extended defense budget. Today, budget uncertainties and
debates seem to virtually eliminate the possibility of Tongress adopting a two-year budget
within the foresesable future.10 As a political fact of life, the Secretary must design the
management system to operate without firm budget commitments.

In summary, the history of defense budg-ting shows that security concerns,
domestic economic factors, and Presidential leadership all influence defense budgets.
Political leaders have strong incentives to retain their flexibility to respond to their
constituents, so as a practical matter procedural attempts to commit the political leadership
to stable defense programs are unlikely ever to be workable. Therefore, effective
management requires that the Secretary support the President in establishing the needed
public consensus on defense by developing and justifying programs he believes the public
will support. At the same time, the Secretary must design the DoD management system to
consider a range of budget futures (in accordance with the principles described in Chapter
II) in order to cope with the budgetary uncertainty inherent in the American political
process.

B. CREATING PROGRAMS AND BUDGETS WITHIN THE SERVICES

Within the Department of Defense, programming and budgeting begins with the
development of Program Objective Memoranda within the Military Depariments, based on
the fiscal guidance provided by the Secretary of Defense. ‘Ine Service POMs provide the
basic core of programs that eventually will be reflected in the budget. The process begins
at least a year before the POMs are submitted for the Secretary's review, Because of the
long lead time of the process, the proposals generally reflect the ongoing activities within
the Services, tempered by their expectations of the ensuing guidance on programs and

10 One procedural reform proposed recently would focus Congressional decisionmaking on annual budgets
looking three years into the future. Under this plan, "[t)he first year would form the coming year's
budget, as is the case today, but the next two years would also be considered firm. The executive
branch, in preparing the subsequent budget for the next January subrmittal, would then add a new 'third
year'--the only year subject to Congressional debate. In essence, tho Congress wnuld be approving a
three year fiscal plan on an annual but revelving basis.”" See Jacques S. Gansler, "A Defense Budget
Process as if Dollars Mattered,” Issues in Science and Technology (Washington, D.C.: National
Academy of Sciences, Spring 1990), p. 33,
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resources that will have to be accommodated in their POMs when they are ultimately
submitted to the Secretary.

Although each Service cenducts its portion of the PPBS somewhat differently, the
basic principles are the same. As discussed in Chapter III, each Service has its conceptual
view of military strategy as it applies to its own set of missions: the Army's AirLand Battle
strategy, the Navy's Maritime strategy, and the Air Force's Air Power doctrine. These
form the basis on which the Services design their forces, and these designs provide the
Services with basic outlines for developing their POMs. Hence the POMs generally reflect
the Services' views of their roles and missions.

To a large degree, the future roles and missions that underlie the need for major
weapon programs are defined by warfare-area communities within each of the Services
(Table IV-3). These communities plan for the future of warfare in their respective areas,
and they draft sections of the Service POMs. Hence, they have a major influence in
defining and funding major new systems.

Table IV-3. Key Milltary "Sponsor” Organizations

- Armor Center
- Infantry Center

- Aviation Center

- Arttillery Center

- Air Defense Center

. NAVY
- ACNO Air Warfare
- ACNO Surface Wartare
- ACNO Undersea Warfare
. MARINE CORPS

. AIR FORCE

Tactical Air Command
Strategic Air Command
Military Airift Command
Space Command

. SPECIAL OPERATIONS COMMAND

The Service Headquarters integrate the sections of the POMs prepared within these
Service communities. This generally involves the deliberations of panels and review
boards. The POMs tend to preserve historical patterns in forces and budgets, because each
successive POM is built on its predecessor. Numerous examples iilustrate this point: the
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relatively constant stated requirement for carrier battle groups, air wings, and divisions
provides one case in point. Other examples include the relatively constant ratio of reserve
to active forces, the constant ratio of annual TOAs across the Air Force's major mission
panels, and the tendency to prorate reductions rather than make discrete cuts. Because the
POMs are driven so heavily by historical patterns, long-range planning has had little
influence on decisionmaking. For a similar reason, the formal analysis discipline is but one
factor, and usually not the major one, in identifying capabilities, deficiencies, and
operational needs.

Service programming and budgeting practices reflect the inherent dilemma in
defense decisionmaking between organizational concerns and cost benefit analyses. On the
one hand the organizational dimension of decisionmaking emphasizes the character and
traditions of the major warfare communities and their powerful incentives to define their
future through their proposed moderizaticn programs. Balanced against this is the cost-
effectiveness approach, which emphasizes quantitative analytic tradeoffs among the
capabilities contributed by thes: warfare communities. A recurring theme in any discussion
of the Service PPBS process by its participants is that "corporate judgment" ultimately
makes the important decisions and shapes the composition of the Service program and
budget. Corporate judgment is defined as the collective wisdom of a number of
experienced senior officers bringing their extensive military experience to bear during the
review process.

In sum, the processes for creating Service program and budget proposals reflect the
Services' views of the programs needed to operate, maintain, and modernize their forces in
accordance with their traditional roles and missions in support of the National Military
Strategy. This process provides core programs and budgets consistent with the missions
of these communities, but the Service proposals do not always reflect integrat .d goals, nor
do they easily accommodate needed changes in direction in programs or in the mix of
programs. The integration of these programs must be accomplished through the
Secretary's guidance and review.

C. DPRB PROGRAM AND BUDGET REVIEWS

As noted earlier, the mechanisms that support the Secretary in reviewing the
proposed programs and budgets are the program and budget reviews in the Defense
Planning and Resources Board (DPRB). The focus of these reviews a.d decisions is
provided by issue papers developed and written by committees that represent all affected
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offices in OSD, the Joint Staff, and the Services. The issue papers may propose program
cuts required to bring programs down to budget levels, or they may restore, increase, or
otherwise modify a program. Once program review decisions are made, the Services are
given budget guidance for the submission of their budgets.

The historical criticisms of this review process have focused on two different
issues. First was that the process did not frame issues appropriately--in terms of the
needed long-run, integrated perspective. In the conceptual framework, one would expect
the POM reviews to reflect broad considerations of strategy and force integration issues. In
fact, our review of POM issue papers from a recent issue cycle found that issue papers did
not systematically address overall strategy but appealed io various Presidential,
Congressional, and Secretarial documents and other public statements. Alternatives were
couched in terms of narrow acquisition and budget options that were related in ad hoc
ways, if at all, to the broader issues of national security (see Table IV-4). It presented them
in ways that left basic long-range issues unresolved and focused instead on resolving
immediate program issues; hence, issues were never fully settled.

Tabie IV-4. Issues Addressed In Reviewing
Service Program Objective Memoranda

+  Relationship to strategy Is often not explicit

«  Alternatives usuaily couched in specitic terms
- Number procured
Costs through FYDP period
Termination of pr. duction lines
inventory replacement based on age and numbers

hec appeal to various documents
Defense Guidance
National Security Decision Directives
Secretary of Defense Annua! Reports
DoD Congressiona! testimony
Oid PPB decisions--PDMS and PBDS

Iﬂll!&

»  Special studies do not focus on strategy issues

The failure to resolve an issue allows it to be raised again and again and encourages
a degree of gamesmanship. At every stage of the process, the Services will, if given
discretion to do so, emphasize programs they think most irnportant, such as tanks for the
Army, aircraft carriers for the Navy, and aircraft for the Air Force. Concomitantly, they
will leave out or postpone programs to which they accord lower priority. Examples could
include programs that support another Service, meet CINC sustainability needs, compete
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with favored weapons, or involve high technical risk. For the most critical and contentious
acquisition issues, the Services and various OSD offices will sometimes suggest
alternatives to the Secretary of Defense that run counter to his earlier decisions.

Moreover, last-minute decisions in the program and budget review process 2ntail
procedures that essentially force the Secretary to select from a menu of specific choices
without a coherent and comprehensive structure of priorities. Indeed in many cases, to
avoid addressing specific issues, last-minute budget changes adopt a “share-the-pain”
approach of across the board budget cuts. Hence, because the current process fails to
establish clear goals for decisionmaking and does not track t.~ execution of programs, the
Secretary must possess a clear sense of direction and maintain corstant vigilance if he is to
successfully lead and discipline participants in creating an integrated force.

Attempts were underway throughout the latter half of the 1980s to improve the
linkage between programming and budgeting and the Defense Planning Guidance. For
example, recent program reviews required issue papers to reference the DPG and specific
mid-term objectives whenever possible. The DMR increases continuity within the process
by establishing a single executive secretary for all phases of the DPRB's activities. As
described in Chapter IIi, the DMR's proposed investment roadmap could be used to link
DPRB decisionmaking with long-range goals. To do this, the Secretary needs to determine
how it is to be incorporated in DPRB issue papers and deliberations.

The second criticism of DPRB reviews stemmed from their relatively short, five-year time
horizon. Nc mechanism was provided for reconciling the long-range spending
requirements for acquisition programs with likely available budgets. Of related conzem
were the unrealistic budget projections used as a basis for five-year planning in the later
half of the 1980s. A recent OSD analysis of historical budget trends shows the
discrepancies between planned and realized budgets in the 1980s.1! Figure IV-1 contrasts
several of the five-year budget projections made during the Carter, Reagan, and Bush
Presidencies with actual budgets to demonstrate these differences. For the overall budget,
the fifth year of the FYDP was overestimated by between 10 to 30 percent. The study
concludes that, on average, only 80 percent of the funding projected for the fifth year of a
plan was realized. The gap between planned and realized funding was most pronounced
for procurement budget categories. On average, as the fifth plan year moved to realization,

11 ~Sysiemaric Budget Patterns in Defense,” OS> Memurandum, Mimeo, undated.
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Figure IV-1. 1980s Concerns With Budget Projections

procurement and construction funding fell 50 percent short of the initial plan. Given these
parameters, there was no realistic basis for designing an effective, integrated acquisition
program.

This lack of visibility into future budget requirements, combined with the
exaggerated projections of planned spending, create fundamental problems in managing
acquisition programs. They bias decisionmaking toward starting more programs than can
be executed on an economical basis. Presently, there are numerous examples of programs
that are not being executed at economical rates. This has been a long-standing ~roblem: a
1975 Defense Science Board study of acquisition streamlining concluded that undertaking
more program starts than can be fully funded is a major reason why program execution is
stretched out.12 The result is an increase in cost and program delays. In effect, the lack of

12 DSB Task Force on Acquisition Streamlining.
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management controls has led the DoD to spread its modernization efforts too thin, taking on
more programs than can be completed cost effectively.

One approach for dealing with this problem has been to adopt policies to stabilize
individual programs. Multiyear procurement has long been used to stabilize program
funding. The most prominent new mechanism is baselining, which attempts to establish
program costs and schedules at the beginning of full-scale development. There are two
views of baselining. One is that the baseline consists simply of a set of standards for
reporting and comparison purposes. Deviations are to be expected, and they are to be
explained or at least categorized and reported to higher authority. The Selected Acquisition
Reports (SARs) more or less fit this description. In a second view, the baseline is regarded
as a contract between the Program Manager (PM), and the rest of DoD and the Congress.

There was an atiempt, beginning in 1985, to baseline about 100 major DoD
acquisition programs. The continuing deviations of actual and planned budgets in 1988
and early 1989 invalidated the established baselines, and they have not yet been
recstablished. Hence, they are receiving only limited attention. The current baselining
system, whatever other management and reporting purposes it may seive, has not provided

a binding commitment to stabilize programs within the DoD, the Executive Branch, or the
Congress.

Despite the management inefficiencies caused by planning for more programs than
can be executed, recent DoD executives have concluded that on balance such an approach
provides an effective way to manage the department. One advantage cited is that this
approach encourages the Services to compete in developing a robust set of proposed
programs from which the Secretary can pick and choose to develop integrated programs.
Indeed, Secretary of Defense Brown found this to be a preferred management approach:

The FYDP detail vpon which we depend for mission displays is

significantly different from the top line projections contained in President

Carter's FY 1979 budget; the differences will be resolved each year during

the programming and budget processes as the various programs compete for

funds. The uncertainty about how we will make future choices among

competing claims . . . requires us to plan each of such programs at a level
whose sum exceeds what we plan as the total defense program.13

13 Covering letter from Secretary of Defense Harold Brown, February 23, 1978, FY 1979 Department of
Defense Budget: Display by Mission Category, January 23, 1978, as quoted in Herschel Kanter et al.,
"Defense Spending” in Setting National Priorities: The 1979 Budget, edited by Joseph A. Pechman,
(Washington, D.C.: 1978), Brookings Institution, p. 219.
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More recently, then Deputy Secretary Taft supported this approach in forwarding
the FYDP to the Congress: "We have developed our FY 1992-1994 programs at
approximately a 2 percent higher level than the corresponding budget targets...[to allow
for]...anticipated requirements that need not or can not be funded."!4 It has also been
argued that this approach provides nceded flexibility for the Secretary in that it commits him
to as little as possible in advance of the decisions he must make. A very different reason is
given by Secretary Weinberger, who viewed the approach as part of a bargaining process
with the Congress. He felt that large budget proposals yielded larger budgets. Supporters
also contend that, although this practice may undermine the realism of planning, it still
allows the Secretary to execute his strategy through his program and budget decisions.

However, on balance, the desirability of such an approach in an era of tight budgets
is questionable. In the best of times, this approach creates an inherent bias in the system
toward starting too many acquisition programs. The problem is obviously one of degree,
as some amount of overestimate would not be harmful. Nevertheless, as shown earlier,
acquisition accounts are disproportionately unrealistic when top-line budget projections are
inflated. Acquisition program management would be improved--both in terms of schedule
and cost--if the DoD management system focussed on a range of budget levels that are
consistent with anticipated public support.

D. THE EXPANDING ROLE OF THE JOINT MILITARY
ORGANIZATIONS

As a result of the Goldwater-Nichols Bill, the CJCS and Joint Staff now play a
larger role in each stage of the programming and budgeting process. The Chairman is a
member of the DPRB, and the Joint Staff participates in the preparation of issue papers.
CINCs may also prepare issues and participate in discussions. The Joint Staff activities
range from procedural issues involving how the PPBS operates, to analyses, to
commenting on issue papers!> (see Table IV-5).

14 1 eter from William H. Taft IV, Deputy Secretary of Defense, to the Honorable Les Aspin, Chairman,
Commiitee on Ammed Services, U.S. House of Representatives, 11 January 1989,

15 See RADM Robert Hilton, USN(Ret.) The Evolving Role of Joint Military Institutions in Defense
Resource Fianning, IDA Document D-569, February 1989, p. 18.
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Table IV-5. Joint Statf Particlpation In Programming and Budgeting

Poiicies/procedures for participation in PPBS: CINCs, CJCS, JCS, Joint Staff
Recommendations on force structures

Analyses of military strategies, and force structures and posture

Analyses of integrated resources and force capability

Trade-off analyses between effectiveness and alternative resource levels

Military Net Assessment

Assessments of readiness, sustainability, modernization, and force structure

Support CJCS/VCJCS in DPRB, DAB

Program and Budget analyses to support CJCS: As principal military advisor, spokesman
for CINCs, member of DPRB, and in Congressional testimony

Joint Strategic Planning Document and Military Strategy portion of Defense Planning
Guidance

Development of Chairman's Joint Program Assessment Memorandum (CPAM) and Joint
Strategic Capabilities Plan

» Participant in DPRB Issue Paper cycle

Source: The Role of Joint Military..., IDA Document D-569, p. 18

One Joint Strategic Planning System (JSPS) document that should provide a major
input to the programming and budgeting process is the Chairman's Program Assessment
(CPA), which replaces the Joint Program Assessment Memorandum (JPAM) (Table IV-6).
It reviews the Service POMs and the extent to which they follow CJCS and CINC
recommendations. A significant change from prior practice is that the new Chairman's
Program Assessment will reflect the Chairman's view rather than a corporate JCS view.

Table 1V-6. Chairman’'s Program Assessment

Chairman’s
Input Procram Assessment Qutpui

+ Service POMs Contents: + Assessment of Composite
+ CJCS Strategy Strateqy sum POM:s to Influence DPRB
» CINC Views Adeqeug;cylcamny Assessment POM and Budget Review
+ Joint Staff Analysis of Composite POM Force (Secretary of Defense) N
» CJCS OPLAN Assessment Risks + Altemative Program and
+ Chairman's Net Assessment Major Warfighting Shortfalls Budget if Required

Recommeridations for Improvements (Secretary of Detense)

+ Information for Next
Pub Date: 15 May (even year) Strategic Planning Cycle
Joint Staff)

Source: Joint Staft

There have been significant increases in the CINC's opportunitics to shape defense
budgets, and presently they have substantial potential influence at every stage in the process
(see Table IV-7). This reflects actions taken by Secretary Weinberger, who continued and
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accelerated Secretary Brown's efforts to increase their influence. From 1981 to 1989, a
series of Deputy Secretary of Defense memoranda and DoD Directives increased the role of
the CINCs. One important milestone was a memorandum, issued by Deputy Secretary of
Defense Taft in November 1984, which enhanced the CINCs' role significantly ana
established the CINCs' Integrated Priority List.

During this period, CICS Vessey also increased the status of the CINCs by having
them personally brief the JCS on their campaign and war plans. General Vessey also
established the Modern Aids to Planning Program, which provided the CINCs with the
resources (billets and equipment) to analyze campaign and war plans and to use the results
of such analyses to better substantiate inputs and program recommendations from the
Services and OSD to the PPBS/POM process.1¢ Previously, beginning in the late 1970s,
the CINCs already had been given the opportunity to give their views, in detail, to
Congressional committees. Thus CINC views, at least on issues of readiness and
sustainability, are more prominent in the formal PPB process than they have been in the
past.

Table V-7, CINC inputs to Programming and Budgeting Processes

Integrated Priority List

Review and comment on Service FOMs

Review and comment on JSPS documents such as the Chairman's Program Assessment
Issue Paper Cycle

DPHRB consideration of POMs (Program Review)*

DPRE consideration of major budget issues (Budget Review)

DPRB consideration of program execution (Execution Review)*

CJCS/CING Congressional testimony

Participate iii base case planning

*CINCs attend part of DPRB program review and execution review,

Source: IDA Document D-569, op. cit., and Joint Statf Briefing Charts, January 1990. This list
di)es not include all CINC participaticn in the PPB process -- padicipation in planning is discussed
elsewhere.

16 Herschel Kanter, Leonard Wainstein, Rachel Kaganoff, and Barry Pavel, The CINCs and the
Acquisition Process, IDA Paper No, 2113, September 1988, pp. II1-5 wo I11-8; RADM Robert Hilton,
USN (Ret.), The Evolving Role of Joint Military Institutions in Defense Resource Planning, IDA
Document D-569, February 1989; and Enhancement of the CINCs’ Role in the PPBS, memorandum
from William H. Taft IV for Members of t:e Defense Resources Board and Commanders-in-Chief of
Unified and Specified Commands, DRB 84-50, November 14, 1984,
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The increased involvement of the Chairman and the CINCs in programming and
budgeting provides a needed integrated perspective in programming and budgeting.
However, as noted earlier, participants in the process still need to maintain a constant vigil,
as no budget battle is ever permanently won. Hence, the Chairman and CINCs face the
dilemma of deciding how much of their time and resources to devote to programming and
budgeting. As a practical matter, they have most often limited themselves to issues that are
of direct concern to their command. We believe the influence of their integrated perspective
in programming and budgeting could be increased and broadened if the process were more
stable and organized to frame issues so that they relate to the CINCs' areas of
responsibility.

E. SUMMARY

This analysis of the programming and budgeting processes has examined both the
national-level processes for establishing defense budgets, and the principal DoD
participants. The main conclusion is that the DPRB program and budget reviews should
follow from a resource roadmap that reflects security objectives and realistic projections of
budgets. Our specific findings are summarized as follows:

»  The leadership for defining and justifying integrated defense programs resides
with the executive branch. The Secretary should support the President in
providing such leadership by developing and justifying programs that are
consistent with public support for defense. Proposed procedural reforms,
such as two-year budgeting or five-year budget guidance, are unlikely to be
adopted, and therefore the Secretary should design the defense management
system to cope with the uncertainty inherent in the budgeting process by
considering a range of budgets. ‘

+  Service and defense agency POM and budget proposals reflect their views of
National Military Strategy and the traditional roles and missions of their
respective major warfare communities. Hence, they provide a core set of
programs that must be integrated by the Secretary.

» The Secretary puts his stamp on the overall defense program through the
DPRB's program and budget reviews. The Secretary's review process
provides a framework for developing an integrated program, but historically
the reviews framed issues and choices in a near-term perspective, and were not
systematically related to an overall roadmap for integrating forces. Excessive
top line budget projections made throughout the 1980s and the lack of visibility
into the long-run budget implications of near-term decisions contribute to over-
commitments in acquisition programs. These problems can be addressed
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effectively by basing program and budget decisionmaking on a long-range
roadmap such the one proposed in the DMR.

The Goldwater-Nichols legislation has provided the tools for involving the
CJCS and CINC:s in important program and budget decisions. Their influence
would be strengthened further by adopting a DPRB review process that
follows from long-range, integrated goals.

In view of these findings, the prototype management process outlined in Chapter VI
proposes three changes that would help ensure that the program and budget processes are
linked with planning.

First, the goals, milestones, and roadmaps formulated in the integrated
planning process, which are to be published in the Defense Planning
Guidance, should be kept current to reflect the Secretary's current thinking in
order to provide a basis for developing the Service POMs.

Second, program and budget reviews by the Secretary and the CJCS should
incorporate the DPG, and the progress of programs should be tracked in
execution reviews based on the DPG's long-range goals.

Third, the DoD should present, explain, and defend its programs to the
exccutive and legislative branches in terms of long-range goals that are
consistent with the public's support for defense. Adoption of these actions
will help to shift the focus of budget decisionmaking toward issues and choices
that are framed in terms of the long-run goals established for developing and
maintaining effective, integrated forces.
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V. ACQUISITION PROGRAM DEFINITION

This chapter reviews the acquisition processes that generate new ideas for
modernizing forces and define the specific weapon programs to implement these ideas.
Following a synopsis of our findings and an overview of the defense acquisition system,
we look in detail at the four organizational participants involved in these processes: the
Services and defense agencies, OSD-level oversight by the Defense Acquisition Board
(DAB), the joint military organizations, and the national-level political leadership. The
review considers ongoing reforms such as those recently proposed in the draft DoD
Directive 5000.1.1

The conceptual framework discussed in Chapter II identified two principles for
defining acquisition programs. First, the DoD must maintain a robust base of sources for
the new technologies needed to maintain technological leadership, Ideally, the Services and
defense agencies would engage in a healthy competition of ideas, fostered through the
appropriate allocation of funding for research and development. Second, the Services'
processes 1or incorporating these technologies in defining individual programs must be
embedded within a framework for managing DoD's overall modemnization activities, so that
individual programs form the appropriate building blocks for an integrated force.

The studies of defense management reviewed in Chapter I raised concems in both
of these areas. One concern was that these processes were too heavily dominated by the
Service warfare communities, which biased the acquisition system toward programs
meeting their individual demands, rather than developing the building blocks needed for
integrated forces. The second concern was that the processes for defining individual
programs did not take adequate account of overall budget constraints. Consequently, there
was a bias toward undertaking individual programs that were too ambitious when viewed
from an overall budgetary perspective. We review these issues in view of the management

1 Draft Department of Defense Directive, Number 5000.1, May 25, 1990.
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changes that have been made since 1986. Our specific findings, summarized in Table V-1,
are presented below.

» Defense Agencies and Services: The defense agencies as well as the
Services play a role in exploring new program ideas. A growing share of R&D funds has
bsen allocated to the independent defense agencies over the last twenty years, probably
reflecting the concern that the Services had earlier exerted too much influence over the
range of ideas explored. Today the agencies account for nearly one-quarter of RDT&E
budgets, demonstrating that the Services do not monopolize the sources of ideas. The main
management concerns in this area are that this base be preserved, and that the competition
of ideas among these organizations be more sharply focused through strengthened strategic
guidance from the Secretary.

The lead responsibility for defining new acquisition programs (i.” , for setting
"requirements”) also lies within the Service sponsor communities. 1. the formal
decisionmaking framework, requirements should define the desired new mission
capabilities that justify modernizing forces, and then the best weapons for providing the
capabilities are defined from an integrated force perspective. In practice, a proposed
"mission need" is typically accompanied by a specific program design proposal, which
defines a role for the sponsoring community. The concern with this approach is that in
some cases it may excessively narrow the range of alternatives considered. We conclude
that such an approach is inevitable, because innovation stems from technology
opportunities as well as abstract needs. However, this is not a problem so long as the
sponsor's specific hardware proposals are not automatically accepted in higher level
reviews. The Secretary's oversight process must ensure that an effective competition
occurs among alternative ideas and sponsors for modernization.

Another area of concern relates to need to mesh the Service studies and analyses
justifying program requirements with the Secretary's overall modemization objectives.
These analyses often become a part of the competitive advocacy process, reflecting
differing points of view on costs, missions, threats, and budgets. Ideally, these program-
level analyses should contribute to linking program decisions with the Secretary's overall
modernization goals by incorporating the Secretary's scenarios, goals, and roadmaps.
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« The Defense Acquisition Board: The DAB's milestone reviews provide
the needed oversight mechanism for ensuring that major acquisition programs are (a)
defined, based on a systematic examination of alternatives, and (b) provide the appropriate
building blocks of integrated forces. The main historical concern with DAB (formally the
DSARC) oversight was that it was not well structured to accomplish these objectives. One
reason was that the DAB examined and validated programs one at a time, which tended to
focus the consideration of alternatives on a sponsoring comrnunity's specific proposals.
This problem was compounded by the practice of setting the main program decision point
at the initial DAB review (Milestone 0), because this quickly focussed the process on
program details rather that on defining an appropriate range of options. Another concern
was that the DAB (like the DPRB) did not attempt to reconcile the long-range spending
implications of individual programs with an overall projection of the budget requirements
for planned modernization programs.

These concerns reflect an inherent tension in managing the overall portfolio of
modemization programs: How can the Secretary ensure that an appropriate range of
al. :mative acquisition programs is created and explored, while at the same time ensuring
that the programs in the acquisition "pipeline” are adequately constrained to remain
supportable within projected resources? The solution proposed in the Packard
Commission, ancd discussed in Chapter V], is to move the major decision point for
programs to later milestones, allowing a range of alternative programs to compete in the
carly milestones and being much more selective at Milestone II, where major resource
commitments begin.

The Dcfense Management Report offered a number of important recommendations
to address these concems. The new DoD Directive 5000.1 would require the development

of 12-year investment roadmaps and would require that the DAB use the roadmaps in -

making program-level affordability assessments. The new Directive also would move the
major program decision point from Milestone 0 to Milestone I, and give the Under
Secretary for Acquisition the authority needed 10 manage the competition of ideas through
the concept development phase of a major program. It is our conclusion that steps such as
these to improve the milestone review process are among the most important remaining
steps for linking acquisition with strategy. Chapter VI proposes several practices that
should be adopted within the DMR's proposed framework, and suggests some additional
steps to enhance the competition of ideas in the early milestone phases.




» Joint Miiitary Organizations: The joint military organizations have a
substantially strengthened voice in reviewing acquisition programs. The Joint
Requirements Oversight Council, chaired by the Vice Chairman of the JCS, has the
authority and responsibility to review the Mission Needs Statements for a wide range of
programs. The VCJCS as Vice Chairman of the DAB provides a linkage between these
two organizations. Their influence could be strengthened further if, in addition to
reviewing specific program proposals, they participated in the development of the
Secretary's modernization goals in the planning process. Hence the prototype process
outlined in Chapter VI establishes a role for the JRCC in setting overall modernization
objectives.

« National Political Leadership: At the national level, the President and the
Congress use the budgetary process to influence high-profile weapon programs by
exercising control on a program-by-program basis. Although such involvement is a form
of micromanagement, it should be recognized that some very significant non-traditional
weapons programs have been nurtured in this way. At the same time, participation of the
political leadership needs to be rationalized and disciplined to incorporate resource
limitations. The Secretary therefore should provide a coherent framework for Presidentiai
and Congressional review, by presenting them with long-range modernization objectives
and resource roadmaps.

In summary, the Secretary's task of linking acquisition with strategy requires him
to integrate the activities of the various idea generation and acquisition program definition
processes within the Services and defense agencies. The DMR's proposed planning
scenarios, investment roadmap, and milestone procedures provide a lorg-needed overall
management framework for accomplishing this. The prototype rianagement system
described in Chapter VI outlines five needed changes, which include implementation of the
DMR's proposals. First, strategic guidance for R&D activitizs should be provided by
establishing technology development goals in the Defense Planining Guidance. Second, the
DPG's force goals, acquisition roadmaps, and scenarins should be incorporated in
program-level analyses for defining individual program. rcquirements. Third, DAB reviews
should provide an overarching framework for rmaaaging the DoD's modernization
activities. Milestone 0 and I reviews should ms::%g.: the competition of ideas and Milestone
II should select programs for full scaiz development that fit within the overall
modemization roadmap. Fourth, the JRZ}\_ should participate in developing the Secretary's
modernization goals, and should u:: these in their review of individual acquisition
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programs. Fifth, DoD should present and defend acquisition programs to the President and
Congress w.thint ‘ng-range, integrated framework for modernization in order to provide
a more coliw~r. 7 e ork for their review.

A. OVERVIEV' ». 7 " 'hi DEFENSE ACQUISITION SYSTEM

Modernizatiun 27 i. relates to the major weapon programs involves three basic
alternatives: upgrade, replacement, and new approaches to provide a needed capability
(often referred to as non-traditional approaches). The preponderance of weapon systems
development is evoirtonary; consequently, most modernization activities involve replacing
existing inventory with next-generation systems. An important fraction, however, are non-
traditional approaches that provic’s significant advances in military capabilities.

The acquisition system, through which these programs are implemented, includes
all of the processes by which weapon programs are conceived, defined, designed,
evaluated, prototyped, tested, produced, incorporated into the force structure, and
upgraded. According to the defining DoD Directive, the Department of Defense
Acquisition System is?

[A] single uniform system whereby all equipment, facilities, and services

are planned, designed, developed, acquired, maintained, and disposed of

within the Department of Defense. The system cntails establishing policies

and practices that govern acquisitions, determining and prioritizing resource

requirements, directing and controlling the process, contracting, and

reporting to Congress.

The development process has been subdivided into several phases, as illustrated in Figure
V-1. The early stages are where programs are linked with national inilitary strategy;
therefore, they are the focus of this review. The stage of a program prior to Milestone O
(when an official start is undertaken) is where most of the ideas for defining weapons are
generated through a diffuse process, matching the determination of needs and the
cxploration of technology. This process of exploring options should in principle continue
through Milestone I1, when full-scale development of the proposed system begins. Hence,
the linkage of programs with strategy must begin prior to Milestone 0 and should continue
through the carly stages of a program.

2 Major and Non-Major Defense Acquisition Programs, Department of Defense Directive Number

5000.1, September 1, 1982, pp. 1-2.
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Organizational involvement and oversight vary substantially over the life of an
acquisition program. (A typical pattern is summarized in Table V-2.) The early program
definition phases are for the most part initiated within an individual sponsoring Service or
defense agency. Nevertheless, programs are not conceived in a vacuum. There is much
informal communication among the Services (they exchange requirements documents, for
example), among the Commanders-In-Chief (CINCs) of the unified and specified
commands and their component commands, between the Services and the Joint Staff, and
between the Services and OSD.

Table V-2. Particlpation During Acqulsition Phases

Service Setvice
Materiel Plattorms
Service Acquisition and Mission

Funding Category Milestone { Academic | Laboratories | Industry | Command | User Sponsor
Research and Development

Basic Ressarch before 0 High Low Low -na na na.
Expicratory Development about 0 Low High High Low Low Low
Technology Development 1 -na’ Modum High Medum Medum | Medum
Engineering Development 2 Aa Med-High High High Medum |  Medum
Advanced Development e Mod-High High High Medum |  Medum
Management & Analysis Low Low-Med High* Medum Low Medum-High
and OTSE
Service Invoduction 3 o Low High High High High
Procurement e e High High High High
Product improvemant 4 fna High High High High High
(block upgrades, P3[)

* n.a. = not applicable

Formal scrutiny above the level of the sponsoring Service or agency begins when
an official new prograra start is established and the program enters Milestone 0. Typically,
by the time of this first formal high-level revicw, the Service or agency advocating the
program has a good idea of what it wants because it has been working on the problem for
some time. The process for linking acquisition with strategy must therefore be capable of
influencing decisionmaking in the carly formative stage of programs, prior to Milestone 0
when internal Service requirements decisions are being made. It must also be capable of
ensuring that the process of exploring options is not prematurely truncated at Milestone 0.

The following Sections examine the - "+s of the major organizational participants,

and the main issues that have been raised regarding the acquisition program decisionmaking
processes.




B. THE SOURCES OF WEAPON PROGRAM IDEAS WITHIN THE
SERVICES AND DEFENSE AGENCIES

Two interrelated functions support the definition of weapon programs at the front
end of the acquisition process. The first includes the research and development activities
for generating new technologies. The second includes the Service "requirements"
processes involved in defining the new programs that implement these technologies. These
functions are described and discussed below.

1. The Sources of New Weapon Technologies

The wellsprings of the force modernization programs are the technology base
programs which generate new technologies and applications. Approximately 2 percent of
the DoD Total Obligation Authority (TOA) is channeled into nurturing the "tech base."
These funds go to DoD laboratories for in-house efforts and/or specific contract efforts by
defense contractors. The objectives are to exploit basic technical knowledge and to avoid
technological surprise. (The technology base of the nation is embodied in both the
commercial and defense sectors, but for the purpose of this exposition we will concentrate
on the defense sector.) The main concern with these processes has been the allegation that
they are dominated by the Service development communities and therefore do not consider
a full range of technology options.

The Service warfare and development communities traditionally have, in fact,
strongly influenced the direction of DoD-funded research and development. The vast
majority of tech base spending is on projects responding to "Technology Needs," which
are formal documents prepared by the Services' acquisition commands. Many of these
projects go on for years, with varyir.g degrees of success. Exploratory development
funding is also largely directed by the Service acquisition commands and is even more
directly focused on applications, such as propulsion or armaments.

However, DoD has increasingly expanded the base beyond these Service activities
by developing independent defense agencies for research and development. In 1962, 4
percent of R&D was provided to these agencies. This figure increased to 8 percent in
1981, and 23 percent is planned by 1990 (Figure V-2). Although much of the increase is
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due to the Strategic Defense Initiative Office (SDIO) and Defense Advanced Research
Projects Agency (DARPA) budgets, some of the funding has gone to other organizations.
In addition to the figures listed in Table V-3, NASA and the Department of Energy provide
other weapons-related research that is beyond the control of the Services. Hence, while the
Services continue to predominate in shaping the development of new technologies for
modernization, a number of additional sources of ideas presently exist. This organizational
diversity has helped to generate a healthy competition of ideas, and should continue
tthrough the continued funding of these diverse sources for program ideas.

Management of the labs and research centers has been a long-standing subject of
considerable study and debate. There appears to be widespread agreement on the need to
consolidate and reorganize the DoD laboratory system.3 A second issue that has been
raised is the need to improve the strategic direction for these activities. A potential pitfall
of these efforts is that too much consolidation could excessively restrict the base of ideas

3 The laboratory consolidation study underway within OSD is considering options that would increase
OZDs control over Service laboratories. The options that have been discussed include increasing OSD
control over funding, and giving OSD direct management control over some laboratories.

A 1988 task force consisting of senior officials from the OSD, Services, defense agencies and
contractors developed comprehensive recommendations for science and technology strategic planning.
These recommendations would have set up mechanisms by which the Secretary could provide strategic
guidance to the Services and defense agencies, and then followed up that guidance to ensure that the
guidance was carried out. Subsequently, the Office of Research and Advanced Technolcgy has
coordinated the development of a "DoD Science and Technology Program Investment Strategy.”
However, the other recommendations have not been adopted. See Frederick Ridell, et. al., eds., "Report
of the Task Force for Improved Coordination of the Dol Science and Technology Program,” IDA
Report R-345, August, 1988,
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for new programs. Hence, in reviewing the current base of organizations, careful
consideration should be given to retaining the needed competition of ideas. At the same
time, it is important that the Secretary's planning process provide cverall direction for
research and development.

Table V-3. Defense Agency RDTA&E, 1980-1890
(TOA In Blilions of Doliars)

1980 1985 1990
7 °
wo e Tl cTal e [ &
DARPA 0.458 3.4 0.696 23 1.227 33
osD 0.014 0.1 0.124 04 1.033 28
sDio - - 1.400 46 3.571 97
OTHER 0.610 45 1.962 6.4 2315 6.3
TOTAL DEFENSE AGENCY | 1.082 8.0 4.182 13.7 8.146 22.1
TOTAL DoD RDTSE 13492 | 1000 | 30570 | 1000 | 36.718 100.0

Source;: OASD Comptroller Printout, 1989, and RDT&E Program, Depantment of Dafense
Budget for Fiscal Year 1991, Office of the Comptroller of the Department of Defense,
Washington, D.C., January 29, 1990.

2. Processes for Defining Acquisition Programs

Acquisition programs are defined through what are commonly known as the
“requirements” processes. There have been two long-standing concerns with these
processes expressed in studies of defense management. The first has been that
requirements have commonly been defined in terms of hardware performance criteria rather
than in terms of needed military mission capabilities. The second is that these processes are
not embedded within an overall framework for managing the department's modernization
goals and activities. These two issues are examined in this Section.

a. Requirements Definition

The Services' major warfare communities take the lead role in defining new
programs. Hence, the origias of most requirements can be waced back to the major
weapon-sponsoring communities within each of the Services. The defense industries play
a large role in supporting these activities and in promoting their own specific solutions.

V-11




In formal descriptions of defense management, the requirements process is a
deductive process in which mission capability requirements are defined and programs are
developed to meet these needs. However, only the Army has established a formal
systematic process that follows this model. Embodied in the Combat Based Requircmuents
System (CBRS), this process constitutes the core activity of the Training and Doctrine
Command (TRADOC). CBRS "is a decisionmaking methodology that helps TRADOC
execute its mission as the architect of the future." Procedurally and organizationally, the
CBRS attempts to ensure that a full range of cost-effective options and alternative solutions
will be investigated systematically. Thus the CBRS is, in principle, the type of
requirements system that should be employed.

In reality, weapon ideas are motivated by a number of considerations and are
derived from a variety of sources. New technological developments, technical intelligence
of Soviet or other foreign developments, operational intelligence, operational experience,
technological obsolescence, or new military conc .pts and uses are all factors in defining
weapon systems (Sec Table V-4). The preponderance of weapon systems development
undertaken within the Services is evolutionary. For example, the M1 tank followed the
M69, the Bradley Infantry Fighting Vehicle followed the Armored Personnel Carrier, the
A-12 aircrafi will follow the A-6, and the SSN-21 submarine will follow the SSN-688
class. The timing of a replacement is driven by such factors as the rate of qualitative
advance in the Soviet threat, technology, the available funds, and the rate of obsolescence
of existing equipment.

Occasionally, modernization will be manifested in a non-traditional approach to
providing a needed capability. In World War II, examples included radar, sonar, atomic
bombs, the proximity fuze, and jet fighters. More recent developments include nuclear-
powered ships, ballistic missiles, satellites, and precision-guided munitions. No less
significant arc the evolutionary developments in underwater acoustics, materials science,
explosives and energetics, and computer power.

There is a synergism between technology and operational requiremeats that
obscures the sequence of their emergence. The impetus for new programs may come from
the development of a new technological opportunity or from the demands for enhanced
operational capabilities. Each of the Services has an extensive list of operational
requirements that guide development activities. These requirements are general, long
standing, not necessarily formally documented, and probably unattainable in terms of
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Table V-4. Stimull for New and Improved Systems

TYPE OF STIMULUS IMPROVEMENTS
Technical intelligence Active amrmor
Operationa! intelligence Alpha submarine speed

Israeli surveillance drones

] \ Unreliability of shipbord ESM equipment
Operational expsrience Inaccuracy of gunfire

Need for all-terrain capability
Advances in computer power

Reduced efiectiveness due to Soviet
countermeasures

New Military concepts and uses Counter-terrorist equipment
SD!
Radar map-matching

Technical obsolescence

Technology Push Nuclear weapons

Nuclear-powsred ships

Proximity fuse

Maritime sound surviellance systems

today's technology. For example, when infrared technology was in its infancy, the tactical
air forces had a generic requirement to operate at night over the tactical battiefield with an
effectiveness approaching that of daytime. This unfulfilled operational requirement
stimulated a great deal of technology development, but it was not until technology that
allowed the air forces to achieve this requirement was well in hand that a formal,
documented, operational requirement was crafted. The result was the initiation of the
LANTIRN program, which is now being implemented on the F-16 and F-15E aircraft.

Culture, roles and missions, and "corporate judgment" are also major factors in
defining weapon programs. Indeed, one criticism of the process has been that the warfare
communities focus excessively on programs that perpetuate their current roles and
missions. Indeed, as the final section of this chapter shows, many of the most important
new technology developments fell outside existing Service missions and, hence, were
developed elsewhere.

We conclude that, in practice, requirements are not derived through a logical
deductive process as indicated in formal descriptions of the acquisition system. They
originate from many sources, including strategy, technological opportunities, and Service
culture. By the time a specific solution to an operational requirement begins to take shape,
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its true origin is often impossible to identify or to separate from the proposed hardware
solution. This relationship is inevitable, and the acquisition system should be designed to
accommodate it. Early milestones should acknowledge the sponsor's proposed hardware
solution associated with a proposed mission need, but «: the same time, the DAB should
solicit ideas to compete with this proposal. The management of this competition should be
the primary role of the DAB in the early phases of 4 program.

b. The Role of Analysis

Substantial analyses ar¢ undertaken in support of both military and civilian
organizations in defining programs. These analyses range from broad cost-effectiveness to
detailed technical studies. The Service and industry analytical community also play
significant roles in the preparation of the Mission Needs Statement prior to Milestone 0, in
the Concept Cvaluation Phase at Milestone I, and in Operational Test and Evaluation. The
analytical community also is called upon for Mission Area Analyses and trade-off analyses
that support development of Program Objective Memoranda.

A diverse base of organizaticns participates in such studies. In addition to
analytical groups at Service R&D ceuters and in private industry, the DoD analytic
community includes IDA, RAND, the Center for Naval Analyses, the Army's Concepts
Analysis Agency and other federally funded research and development centers (FFRDCs).
The effect of such analysis in evaluating new ideas can at times be pinpointed. Exarnples
of policies that probably were affected by analysis include Air Force basing policy, the
Navy's proposal for building new ships to be forward deployed and pre-loaded with Army
equipment, and the B-70 and Skybolt. Some recent examples of major analyses include B-
1 and B-2 bomber penetration studies, a major study of thi  \rmy's LHX, and a recent
study of the proposed V-22 tili-rotor aircraft. Although the effects of studies cannot be
pinpointed, thcy provide important systematic assessments of the costs and utility of
proposed weapons.

In the past 20 years, the methods of systems analyses and weapon system
evaluation have been adopted by most of the groups that generate and define new
programs. The systematic framework for analysis and debate provided by such an
approach has undoubtedly contributed to strengthening the linkage of acquisition program
decisionmaking with overall strategy. In practice, the limitation of such analyses is that in
many instances they are not necessarily commissioned to be performed within a broad
mission or force structure context. Also, analytic assumptions, scenarios, military
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strategy, doctrine, and tactics may vary across analyses. Thus, studies and their
assumptions may themselves become issues in the advocacy process. The utility of
analyses could be strengthened through the establishment of a better coordinated
framework that would relate individual program-level analyses to the overall modemization
objectives established by the Secretary.’

Of particular concern is the need to ensure that the program options considered are
consistent with realistic projections of available funding for the mission area. If each
warfare community, acting in isolation, focuses on weapon designs that it believes gives
the maximum performance, there is no guarantee that the collective set of these programs
can be supported within available budgets. Hence, the Secretary's investment roadmap
must provide rough resource guidance for the warfare communities to use in defining their
weapon programs.

These findings on the idea generation processes and the requirements processes
have some strong implications for defense management practices. Foremost is the need to
foster competition within the acquisition system, both in maintaining an organizational base
for generating ideas as well as in maintaining a competition among competing ideas in
defining individual programs. Second is the need to embed individual program-level
analyses within an overall framev.ork for modernization.

C. OVERSIGHT AND THE DEFENSE ACQUISITION BOARD

These needed practices can be implemented through the Defense Acquisition
Board's reviews of major programs. Milestone reviews are keyed to broad phases of a
program, as illustrated in Table V-5. Each decision milestone focuses on a wide range of
issues, including both the work accomplishz< in the phase prior to the milestone and plans
for the phase to follow the milestone. Traditionally, a milestone generally has not been a

5 In its 1975 report, The Acquisition Advisory Group recommended to the Secretary of Defense that "a

continuing series of mission area analyses be established within DoD to assess and evaluate current and
projected capabilities and deficiencies in relation to the threat and availability of resources.” The group
found that "The proper utilization of mission area analyses and mission concept studies is first: to
stimulate consideration of systems which might help solve problems, and second: as solid supporting
bases and source documents for the threat, the consideration of altzmative solutions to the problem and
to establish the framework within which system performance and cost characteristics and trade offs may
be validated.”" "The Director of WSEG {Weapon Systems Evaluation Group} would be responsible for
review of mission area analyses...submitted by the military departments, and for ensuring that the sum
of these programs represented a coordinated DoD-wide program.” See Report co the Secretary of
Defense by the Acquisition Advisory Group, September 30, 1975, p 37-38,
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go, no-go decision point; instead, if aspects of the documentation or the program itself are
unsatisfactory, the program manager is directed to fix them.

1. Milestone 0 and Concept Exploration

Milestone 0 is the official beginning of a new program start. It initiates the Concept
Exploration Phase, which consists of analytical studies, development and experimentation
with critical subsystems, tradeoff analyses, and cost and affordability studies. These are
oriented toward producing various system design concepts (as distinguished from point
designs) from which a preferred design concept will be chosen at Milestone I for
demonstration/validation during Advanced Development. One purpose of this Milestone is
to ensure that the sponsor has developed an adequate plan for exploring options during this
Concept Exploration Phase, and that the options being explored are within overall
guidance.

Ideally, programs at the Milestone O point should not be programs at all, but rather
broad expressions of military need that might be satisfied by a range of alternative
solutions.6 However, as noted in the preceding section, proponents of a new start are
often driven toward a specific preferred hardware solution for providing military
capabilities. This tendency is reinforced by the milestone documentation requirements.
The required documentation for Milestone 0, namely the Mission Need Statement (MNS)
for a major acquisition program, drives proponents toward greater specificity. In addition
to describing the mission area, the projected threat, the shortfalls of existing systems, and
known alternative concepts, MNSs are required to discuss funding implications over the
FYDP period, technology baselines, prototyping, and acquisition strategies. Such specific
documentation requirements virtually preclude approaching Milestone 0 with a completely
open mind.

The Long Range Conventional Standoff Weapon (LRCSW) is a current example of the defense
acquisition process working in practice as the theory says it should work. It is in the Concept
Exploration Phase. The requirements of LRCSW are broadly stated: long range (on the order of INF
missile ranges), conventional warheads, high survivability en route to the target, compatibility with
various Navy and Air Force launchers (submarine torpedo tubes, shipboard vertical launchers, and B-
52s), flexible mission planning, and near-zero CEP autonomous guidance. Beyond those broad
requirements there are no specific or preferred soiutions.
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Table V-5. A Notional Program and Milestone Review Schedule
Raview Baseline Subsequent Phase
Miestone lesueg Agreement Time | Percent (%) of Overal
Tasks Frame (y1) Program Cast
0 s there a No Concept Exploration: 12 <1
Program mission need? Systems analyses studies
inkiation Is there a good plan of attematives
to proceed?
| What concepts No Demonstrate and Valldation: 2.5 1
Concept should be explored? Prototyping and testing of
Selection Is there a good plan tritical technologies and
to proceed? components
i Is the program cost Yes Full-Scale Development: LW 10
Program effective? Have Operational testing;
Go Ahex! appropriate options trangfer from development
been explored? Have lo production
cost performance tradeotfs
been performed?
Is acquisttion strategy
adequate?
m ks program adequately Yes Full-Rate Production: « 10+ (")
Production defined to proceed to Produdtion for fielding;
Ratification production? continued testing
Are appropriate
stralegies and policies Deployment: Support and
being followed? Are tes! operaion
results adequate and
supportive?

This practice has limited the range of alternatives considered subsequent to
Milestone 0. To counter this practice, the Under Secretary and the Vice Chairman of the
JCS have begun to enforce a policy of limiting the scope of their approval to the mission
need in recent milestone reviews. This approach is an important step forward in ensuring
that the DAB review process fosters the competition of ideas for meeting mission needs.

Accompanying this approach has been an attempt to set higher thresholds for new
program starts. Even though the initial funding level for 2 new program at Milestone 0 is
relatively small, approval at this point is a very large step because it establishes a niche in
DoD programs and budgets, and a toehold in the acquisition pipeline. Raising the hurdle at
Milestone O is an attempt to nip programs in the bud, before they build a political
constituency, in order to manage long-range acquisition spending requirements. This
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approach can contro! overall resource commitments, but it does so at the price of restricting
the programs that will be explored in the early milestones to those that are expected to
continue through to production. This is why the Packard Commission recommended that
the major program decision point be shifted to the Milestone II decision; to allow more
programs to be maintained in the early milestones, without necessarily committing to the
major resource requirements that begin following Milestone II.

If the Concept Exploration Phase is to serve its intended purpose, it needs to be
funded adequately. Heretofore, that objective has been something of a problem. Tae lead
time for inserting a budget line item to support an embryonic new start at Milestone O is u:
least 18 months, and that presupposes that enough is known about the new start to justify
its entry in the PPBS process. Many new starts simply do not have the luxury of that much
lead time, nor should they. Accordingly, the sponsoring Services resort to all sorts of
stratagems to fund the paper studies for this phase. This problem suggests that flexible
budgeting mechanisms are needed to allow timely funding.

2. Milestone I and Demonstration/Validation

The Milestone I review emphasizes procedures for the ensuing program phase,
such as prototyping of high risk technologies and testing. During this phase, many
technical issues are explored, and, presumably, the process of ex_ ‘oring cost-performarice
tradeoffs can begin. At Milestone I the proposed program, now considerably more refined
and detailed, must be revalidated against the threat and the shortfalls of existing systems.
Alternative program tradeoffs, performance/cost and schedule tradeoffs, including the need
for a new development program versus buying or adapting existing U.S. or Allied military
or commercial systems, must be demonstrated at this milestone.

The discussion of these issues is documented in a System Concept Paper (SCP)
which includes a description of the selected alternative to include a defined operational
concept, technology and producibility risks, prototyping considerations, commonality <ith
existing systems, survivability, program cost versus military worth (i.e., affordability),
readiness, sustainability, manpower, personnel, training, and a host of other matters,
Although nothing in DoD documentation specifically requires that linkage with military
strategy be addressed, these documents are the principal vehicles through which the
Services formally link their programs with national military strategy.

Generally the question of affordability during milestone reviews has focused on the
adequacy of funding over the next 5-year planning period, rather than the long-term
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financial commitment implicit in each milestone decision. A noteworthy exception was
when the DAB went beyond its normal practice in reviewing the cost of the Army's
proposed LHX program in 1988 and concluded it could not be afforded given reasonable
expectations about budgets and the Army's other modernization program commitments.
This example illustrates the value of a framework that would allow the DAB io take a
longer-range, integrated perspective in assessing the affordability of programs. In order to
evaluate the affordability of an individual program, the DAB must have an overall roadmap
showing how the program fits within the Secretary's overall modernization objectives as
well as within projected available budgets.

3. Subsequent Milestones

Milestone II precedes full-scale development of the proposed system or of
competing systems. This phase continues the process of exploring options and developing
data for cost/performance tradeoffs. As noted earlier, the Fackard Commission believed
that Milestone II should be the most important focus of decisionmakers because it is after
this point that significant obligation of funds begins. In the Commission's view, many
alternative programs should be allowed to go through the early stages. Presently, as noted,

Senraa o

Milestone III is the decision to begin full-rate production. In principle, this
milestone represents a major decision point because the majority of program spending
occurs afterwards. However, by the time a program reaches this point, there generally is
no turning back. Thus, in practice, the major focus of this milestone is on a range of
acquisition strategy and policy issues, rather than on the cors issue of whether the resource
commitment should be made to begin production.

Subsequent milestones deal with issues of supporting equipment in the field, and
with decisions on program upgrades.
4. The DMR and the Revised 5000.1 Directive

The newly proposed revisions to the 5000.1 Directive for the acquisition system
introduce many new features in accordance witli the DMR's mandate. Key among these
new features are:

»  The major hurdle for a new program start has been shifted from Milestone 0 to
Milestone I;
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e The Under Secretary is authorized to commission competitive concept
development studies;

» A long-range acquisition roadmap is to be created; and

+ The DAB is to assess program affordability in the context of the roadmap.

These proposed changes in the DMR are broadly on target in making the changes
needed to strengthen the linkage between acquisition decisionmaking and strategy. The
Secretary's DAB review process should be used to manage the competition of ideas at
Milestones © and I, and to ensure that individual program decisionmaking is linked with
overall modernization goals in subsequent milestones. The changes proposed in the DMR
move toward this approach. The recommendation that the DAB have some control over
concept exploration studies is a good one. Similar steps should be taken to strengthen
competition in the demonstration and validation stage as well. The recommendation that
DAB reviews incorporate a resource roadmap is an essential step for strengthening the
linkage of program decisionmaking with strategy, and its implementation should be pushed
aggressively. In addition, the Secretary can reconcile the need to explore many program
alternatives with the need to control overall acquisition expenditures by shifting the major
decision point for programs to Miiestone II.

D. THE ROLE GF JOINT MILITARY ORGANIZATIONS

The joint role in acquisition has long been exercised through several informal
channels, as noted in Section B. A number of recent changes substantially increases the
formal role of the Chairman, JCS in program decisionmaking, as well. One significant
action was the creation of the Joint Requirement Oversight Council (JROC). A second is
the creation of the Vice Chairman of the JCS, who provides a JCS focal point for
acquisition issues.

Three Packard Commission reports referred to the VCICS and his role in the
requirements/acquisition process (Table V-6). Packard referred to the Joint Requirements
Management Board (JRMB), which would be co-chaired by the Under Secretary of
Defense for Acquisition (USD(A)) and the VCICS, as the primary vehicle for addressing
requirements/acquisition concerns. The JRMB, as conceived by Packard, became two
scparate bodics, the DAB and the JROC. The JROC is the main instrument used by the
Vice Chairman, Joint Chiefs of Staff for inserting joint military requirements into the
acquisition sysi.m.
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Table V-6. Packard Commission Views of Vice Chairman, JCS, and JRMB

Packard 2/28/86: Vice Chairman, JCS (VCJCS)

Special responsibility for representing interests of CINCs
Reviewing weapons requirements

Co-chairing Joint Requirements Management Board (JRMB)
Other duties as Chairman may prescribe

Packard 4/86. JRMB

- JRMB Co-chaired by USD(A) and VCJCS

- JRMB play active and important role in all joint programs and in all major Service programs

- JRMB define weapon requirements for development and provide early trade-off between
cost and performance

Packard 6/86: VCJCS
- VCJCS to assist Chairman in pertorming new duties

When the JROC was first organized, several issues were raised concerning the
requirements process (Table V-6). First, assessing military requirements for defe se
acquisition programs was a new function for the CJCS. The Chairman designated his
newly appointed Vice Chairman as the principal player in this process. To manage his
increased responsibilities as Chairman of the JROC, the Vice Chairman tasked the Joint
Staff to develop a system to examine all programs in general detail and publish a list of
those being examined. Programs and systems with joint application were to be examined
in much greater detail. The role of the JROC was expected to grow as staff capabilities
grew. JROC was to explore programs to ensure that Services were on the right track and
that solutions to problems were proposed.

A second issue was the influence of the joint system--CJCS/VCICS, Joint Staff,
and CINCs -- in the JROC process -- in comparison with the role of the Services. The
JROC has already addressed single-Service issues, such as Follow-on-to-Lance (FOTL)
and Tactical Air-to-Surface Missile (TASM), and plans to expand its focus in this area.

A third issue was the consideration of resources and affordability. The previous
Vice Chairman believed priorities should be assigned through the programming and
budgeting process. In this way, the competing requirements of CINCs, Services, defense
agencies, the intelligence community, and OSD are resolved. Hence, the JROC should not
address the issues of affordability as related to a particular budget. The JROC and DAB
would contribute advise on priorities and requirements, and make recommendations on
particular acquisition programs. This approach gives rise to the concern that reviewing
programs one or a few at a time, without having to consider resource constraints, does not
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provide meaningful advise on program priorities. Hence, the JROCs contribution could be
strengthened substantially if it participated in developing overall modernization objectives
within the planning process.

A fourth issue was the pace of change in enchancing the joint role in the acquisition
process. The former CJCS, Admiral Crowe, estimated that it would take 3 to 5 years to
implement the significant organizational changes inherent in the Goldwater-Nichols Act and
NSDD 219. Several significant steps have been taken as the CINCs have become more
involved with the determination of military requirements. Additionally, some single-
Setvice programs were included on early JROC agendas, and the JROC met with the DAB
to review all new starts in the FY1990-1994 Service programs.

Table V-7. JRCC Charter

»  Provides early program oversightmonitoring at front end of acquisition process;
emphasis on requirements of CINCs and Services

* Reviews all major system new stars
» Reviews military requirements for potential joint application
+ Seeks opportunities for joint development and acquisition by

- Reviewing recommendations for joint programs from OSD, Servicas, CINCs, Defense
Agencies, and Joint Staft
- Chartering study groups to identity operational concepts

« Evaluates potential joint acquisition programs

- Selects potential candidates for joint development and acquisition; serves as Military
Service review for major joint programs

*  Provides documentation for MNS and Systems Concept Paper
* Oversees requirements aspects of joint management and interoperability issues

Source. "Joint Requirements Oversight Council,” JCS Admin Pub 1-1, The Joint Chiefs of Staff,
Waghington, D.C., October 1, 1988, pp. IV-25 {0 IV-28.

Changes to the JSPS and to the JROC charter in accordance with the DMR further
broadened the scope of the JROC involvement in the requirements process. The DMR
specified that the JROC should:

... assume a broader rolz in the threshold articulation of military needs and
the validation of military needs and the validation of performance goals and
baselines for all DAB programs at their successive Milestones. That
broader role would require . . . the JROC to review all deficiencies that may
necessitate development of major systems, prior to any consideration in the
DAB. Based on inputs from the CINCs, Services, and elsewhere, the
JROC will review the validity of an identified mission need (as distinct from
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#ny potential system or program), essign a joint priority for meeting the

need, and forward an approved mission need statement to the DAB.”

Accordingly, 2 new JROC charter has been approved by the CJCS and approved by
the Deputy Secretary of Def:nse. In particular, the JROC is to be an instrument of the
CICS, rather than the JCS. It is expanded to "all warfighting deficiencies" and is now an
advisory body to the CJCS and DAB Chairman. It is responsive to the CJCS and SecDef
rather than to the JCS and the Services.

The DMR and these charter changes have given risc to issues relating to how to
determine "all deficiencies” that might lead to development of major systems, how to
determine and assign priorities, and how to develop information to follow programs
through all milestones. It is anticipated that the JROC process for validating requirements
and staffing requirements will remain essentially the same, but the scope of JROC
involvement will increase vastly.8

In the wake of the Packard Commission and the Goidwater/Nichols legislation,
there has been some shifting away from the monopoly that the Services had on specifying
their own operational requirements. The CINC components have traditionally funnelled
their operational requirements through their respective Service channels, although such
requirements also often go through joint channels as well.9 The JROC provides a new
formal channel for their participation. The VCJCS, as chairman of the JROC, serves as the
honest broker for all the CINCs that support the JROC. The JROC, which initially
reviewed operational requirements solely from the standpoint of joint application, has
begun to exercise that function for single-Service operational requirements as well.

The mechanism is in place to provide a strong military voice in the defense
acquisition process--the VCICS is Vice Chairman of the DAB and the CJCS a member of
the DPRB. There are, however, several procedural issues noted in this discussion relating
to how th2 JROC will exercise its authority. Of particular concern is how the JROC will
contribute to shaping the Secretary's overall modernization objectives. We conclude the

Defense Management Review, op. ciL, pp. 7 and 17-18.

JROC involvement in all DAB programs will be relatively straightforward, but 70 non-DAB major
programs have been delegated to the Services for implementation. It will be tough to break into that
sysiem, but all programs are legitimate areas for JROC involvement,

For example, the requirements of the Commander-in-Chief, United States Air Force Europe
(CINCUSAFE) are routed through Headquarters Tactical Air Command and are consolidated or
reconciled with those of CINCPACAF and the Tactical Air Command. Such requirements also go
through Commander-in-Chief, Europe (CTINCEUR) to the CICS or Secretary of Defense.
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JROC could most effectively influence acquisition programs by participating in the
development of the Secretary’'s modernization goals, and then using the DPG's goals and
resource roadmaps as the basis for their review of individual acquisition programs.

E. THE INVOLVEMENT OF POLITICAL LEADERS IN ACQUISITION
PROGRAMS

Higher level decisionmakers who control DoD funding possess the let rage to
influence the definition and development of particular weapons or to support particular
missions or rescarch programs. Since World War I, the President, the Congress, and the
Secretary of Defense often have intervened to shape individual programs or to support
programs that would not otherwise find sponsorship within the Service development
communities. Such high-level involvement has occurred for four main reasons: enforcing
policy, increasing efficiency, pushing innovative approaches, or supporting a neglected
mission (see Table V-8).

In the absence of the kind of planning process »utlined in Chapter II and an
cffective Defense Planning Guidance, the SecDef has found it difficult to give direction for
program development to the Services except through direction of specific programs. The
alternatives employed have varied from using a special funding mechanism to setting up a
new Executive agency (Table V-9). Perhaps the most famous and striking example of such
an arrangement is the Manhattan Project in World War II, with the Polaris submarine
program being another important example.

Altemative funding channels also are available through a range of independent DoD
Agencies. DARPA has a broad mission in development of miilitary systems; however, with
the exception of some early space systems, DARPA has not procured or deployed
systems.!0 The National Security Agency and the Defense Communications Agency do
procure systems, but only those specialized systems involving intelligence and
communications.!!

10 Yistorical Evaluation of the Advanced Research Projects Agency, (Washington DC; Richard ), Barber
Associates, Inc.), December 1975; and Herbert F. York, Making Weapons, Talking Peacz, a Physicist's
Odyssey, from Hiroshima To Geneva, Basic Books, Inc., Publishers, New York, NY, 1987, Sec
Chapter 7, "Space is a Place, Not a Program,” pp. 128-165, especially pp. 137-148, for a discussion of
the founding of ARPA,

See Reassessment of Defense Agencies, and DoD Field Activities, op. cit., pp. 29-31, and all of
Appendix B, see especially B-2 1o B-4,

11
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Table V-8. Political® Invoivement in Service Acquisition Programs

REASOND EXAMPLES
POLICY
Strategic and Nuclear Atlas, Minuteman, Polaris, Nuclear Weapons
Deterrence GLCM, Pershing, Chemical Weapons
Foreign Military Sales F-18, F-5
Alliance Politics F-16, GLCM, Pershing
Domestic Politics M-X, ELF
INNOVATION
Risky Technology Stealth, submarine nuclear power, Atlas,
Polaris
Alternative to Primary Service Weapon Cruise missiles, other unmannad aerial
New Mission Space, SDI, intercontinental strategic missiles
Threat Implication For Existing Forces Anti-armor, Anti-submarine Warfare

NEGLECTED MISSION

Support anather Service Close Air Support (A-10, A-7) Airlift
(C-5A, C-17), Sealift (FDL)

Non-central Special Operations, C¥, drug interdiction,
industrial mobilization, space, intelligence

EFFICIENCY

High-Low Mix F-16, F-18, FF6-7

Lower Cost Characteristics CG-47, CVA-67 (Kennedy)

More Appropriate or Outmoded Technology  B-70, B-1, F-105, -4

Eliminate Mission F-106, Sateguard

Sarvice Competition Jupher, Thor

Service Coordination in Acquisition F-111, F-16, F-18, ATA, ATF,

Unmanned aerial vehicles

2 Includes Congress, the Secretary of Defense, and the President.

b Stated or inferred reason for involvement of higher authority. The uuthorities are making no statement
that these were correct or incorrect.

A mechanism used for major high-priority technology development programs has
been to create a specialized defense agency with contracting authority. For example, the
Strategic Defense Initiative Organization (SDIO) was created in part because senior Reagan
Administration officials believed they had not been able "to win Service support for SDI."
They believed that if they set up a competition for SDI, with the winner getting the entire
SDI budget, then the winner, at least, "would have committed itself most wholeheartedly to
running with it."12

12 "The Ever-Present Danger: Fred C. Iklé on Changing Threats to Our Freedom," Policy Review,
Summer 1989, pp. 7-12.

V-25




Table V-9. Historical Precedents For Selectively Shaping
And Managing Programs

+ SECDEF Direction to Services through regular decisionmaking processes
-~ e.g.F-16, F-18, A-10, Or FFG-7

« Creation of special office or command channel within Service structure

Special Projects Office (POLARIS)

Baliistic Missile Office (ICBM)

Naval Nuclear Propulsion Program and Directorate

Joint Cruise Missile Projects Office

Stealth Fighter (alternate command channel in Air Force)

+ Development through non-Service-sponsored program elements within DoD
- DARPA
- Defense Agencies, OSD, and Joint Staff sponsorship
- SDIO

» Development outside DoD
- Atomic Energy Commission (now, Energy Department)
~ NASA

+ Broader Initiatives

- Competitive Strategies
- Balanced Technology Initiative (Congress)

Finally, the Secretary can foster broader multiprograrn initiatives. A recent example
of this is the Competitive Strategies initiative. Implementation of such an approach takes
place in high-level steering committees, in DoD-wide working level groups, or in some
cases through the creation of an office or a special assistant. Such an approach appears less
effective because it establishes no direct funding authority or clear mechanisms for
implementation. Competitive strategies provides logical supporting analyses for the
planning process outlined in Chapter VI, and provides a case-in-point underscoring the
need for a planning process to translate strategic direction intc actionable guidance.

Our review concludes that the direct involvement of the Secretary of Defense, the
President, or Congress in creating new programs through the introduction of extra-Service
funding mechanisms is pervasive, although not systematic. Although their invclvement is
micromanagement in many cases, it has been constructive and needed. The Secretary, the
President, and the Congress all react to particular problems, and over the years these
processes have been used to fund a number of significant non-traditional programs.
Growth of the defense agencies reflects one response to the historical concern that the
Services were too dominant in the process. The implication for defense management is that
the involvement of political leaders will and should continue. However, their involvement
needs to be better structured and disciplined.
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F. SUMMARY

This chapter has reviewed the processes and organizations involved in exploring
new ideas for weapon programs and in defining specific programs to implement these
ideas. One general observation is that the important driving force within the system is
competitive advocacy among program sponsors. This competition is healthy, and the
acquisition system needs to be structured to take advantage of it. Our specific findings and
conclusions are as follows:

»  Concerns that the Services monopolize the processes for exploring ideas and
defining weapon programs are overstated, because the civilian leadership has
broadened the organizational base of idea sources and has intervened in
defining individual programs.

*  Requirements processes will inevitably intermix mission needs with specific
weapon ideas, because innovation stems both from needs and opportunities.
Sponsoring communities should be free to propose their hardware solutions,
but competing ideas should be nurtured as well.

* The DAB provides an important mechanism for fostering the needed
competition of ideas and for meshing individual programs with overall
modernization objectives. It should manage the competition of ideas in the
carly milestones, and link programs with the DPG's goals and resource
roadmap in Milestone II and beyond, when resource demands become
significant. The DMR's recent proposals move in this direction.

* National level and joint military influence could be better structured and
disciplined if their inputs were framed in terms of long-range goals and
roadmaps, rather than program level details, The JROC should participate in
the planning process for developing the DPG, and the JROC should use the
DPG's goals and roadmap in reviewing individual programs.

Based on ticse findings, the prototype management process outlined in the
following chapter identifies several steps for strengthening the linkage between acquisition
programs and strategy. Chief among these are changes in the DAB milestone review

procedures to promote a competition of ideas in the early milestones and to link programs
with an overall roadmap for modemnization in Milestone II and thereafter.
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VI. A PROTOTYPE SYSTEM FOR MANAGING
MODERNIZATION

The Defense Management Report, the Packard Commission, and earlier defense
management studies have advocated a DoD management system that would support the
Secretary of Defense in establishing a long-range vision for developing effective, integrated
military forces, and would provide the needed management controls for implementing this
vision through specific program and budget decisions. Our review in the preceding
chapters concludes that despite the progress made in defense management in recent years,
some of the advocated management functions needed for managing defense modernization
remain to be implemented.

The purpose of this chapter is to describe a management system that performs the
functions needed to manage DoD's modernization programs according to the principles
advocated by defense management experts. Presented here is a prototype planning system
that would support the Secretary in examining long-range integrated planning options, and
developing a coherent roadmap for modernization that is consistent with both strategy and
projected budgets. The chapter then describes how to link the department's decision-
making processes to this roadmap. Implementing such a management system does not
require a radical overhaul of existing DoD organizations and processes, because the formal
management system already is capable of performing the needed functions. However,
some significant changes in practices are needed.

The main elements of this prototype can be summarized as follows:

+ Integrated Planning. The DoD staff would support the Secretary in
developing a long-range vision for integrated forces and programs. First, the
Secretary would postulate options he wants examined, and the parameters of
the planning environment. These would be evaluated frorn both a military and
budget perspective, by meshing the planning activities of OSD, the Joint Staff,
and the Services. The staff would then provide integrated summaries and

analyses of alternatives to assist the Secretary in establishing an overall
roadmap for Dol)'s programs.




» Defense Planning Guidance. A strengthened Defense Planning
Guidance, along the lines proposed in the DMR, is proposed to convey the
Secretary's vision, goals, and roadmap to the Services and defense agencies.

Of particular importance for linking acquisition decision making with strategy
is the DMR's proposal for a 12-year investment roadmap. Such a roadmap
should reflect long-range, integrated goals for defense investment, and provide
a framework for checking the affordability of proposed programs.

* Program and Budget Reviews. Procedures arc proposed that would link
the department's existing programming and budgeting processes with the

Guidance. In the process outlined here, DPRB program and budget reviews
would follow from the Guidagnce. DPRB execution reviews would track
program progress using the Guidance as benchmarks.

¢ Defense Acqulsmon Board Acquls:tlon Program Revnews I_h_:

mhu&mmmmﬂm:nmw In ﬂus prototypc process,

the DAB would manage the competition of ideas to ensure a matrix of options
is explored in each mission need area. Milestone II, when significant resource
requirements begin, would be the main decision point for committing to the
production of a particular program option. At this point the DAB, DPRB, and
JROC would meet (as is presently done at Milestone 0) to ensure a selected
program option fits within the Secretary's roadmap. .

The following sections describe cach of these components in greater detail,
suggesting possible analytical and organizational approaches and formats for some of the
key products of the process. Section A describes the proposed integrated planning process;
Section B describes the proposed contents of the Defense Planning Guidance; finally,
Section C outlines the proposed procedural linkages between the Guidance and the two
major decision making processes: programming and budgeting and DAB acquisition
reviews. Secveral specific near-term steps for adopting the practices oudined here are
offered in Chapter VIl.

A. INTEGRATED PLANNING

The DoD planning process should provide the Sccretary with long-range analyses
of the military and budget implications of strategy options he wants to explore. It must
provide realistic tentative projections of the security environment and defense budgets and,
at the same time, recognize that uncertainty is a fact of life that must be planned for.
Planning must also balance the perspectives of DoD's leaders, including those in OSD, the
joint military, and Military departments,
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This section describes a long-range integrated planning process that is designed to
meet those criteria. The planning consists of three main steps. These are shown in the top
half of Figure VI-1. The three main elements of the planning process can be summarized
as follows:

1. Planning Initiation: This step allows the Secretary to stipulate the
planning issues and options he wants addressed. His policy staff would
define the scenarios and parameters to be used in planning, These inputs to
the planning process would be documented in a Planning Initiation
Memorandum.

2. Analysis: The appropriate OSD, joint military, and Service staffs
would participate in study teams analyzing the options stipulated by the
Secretary. The joint military and Services would take the lead in conducting
military net assessments, which examine the military implications of the
options. In parallel, OSD and the Services would take the lead in
conducting investment area assessments, which examine their resource
implications.

3. Integration: In this step, the Secretary's staff would draw together the

options and analyses into a comprehensive surnmary, presented at a level of

detail appropriate for the Secretary's review. The summary document is the

Integrated Options Memorandum (IOM).

As illustrated, this planning process provides the staff input for the Secretary,
which he uses in developing the Defense Planning Guidance. (Hence this planning process
replaces the committee system used formerly in drafting the Defense Guidance.) The
following three subsections describe these planning steps in greater detail.

1. The Planning Initiation Memorandum

A planning cycle would begin when the Secretary issues a "Planning Initiation
Memorandum.” It would broadly define the strategic options he wants addressed by the
staff. These fall into the four components of strategy, as defined in Chapter II:

*  national security objectives;

*  operational strategy;

+  force goals; and

» resources (budgets, technology, infrastructure).
The Planning Initiation Memorandum would be prepared for the Secretary by the Under
Secretary for Policy. It would specify the planning cases that should be addressed and the

key planning assumptions and parameters that shouid be incorporated in ensuing analyses.
Two important functions of the Under Secretary's planning staff will be to distill available
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information, and screen a potentially vast array of candidate strategic alternatives so that the
most promising are considered.

Three highly important sets of parameters would be stipulated in thc Planning
Initiation Memorandum: planning scenarios, associated threats, and operational objectives.
These provide the bridge from general objectives, and the broad National Military Strategy,
to the more specific cases in which meaningful assessments of military posture can be
made. Hence, a key element of linkage is the identification of specific, concrete planning
scenarios and associated military tasks that are implied by the higher level strategies and
goals.!

Finally, and perhaps most importantly, the Planning Initiation Memorandum would
include budget targets for planning. As noted in Chapters III and IV, it is essential that
such projections repre.sent a fair (and even conservative) assessment of the defense budgets
that the American public will support. The planning memorandum should also stipulate
alternative budget profiles, within a range of the baseline projection, to account for the
inherent uncertainty in budgets and the security environment. Included in this will be the
contingency and mobilization planning, which would consider how the department would
maxe use of additional spending authority should it become available in a time of
emergency. Mobilization planning will become more important if the anticipated trend
continues toward reductions in standing military forces as we increasingly rely upon the
country's latent military power.

In addition to conveying these planning parameters, the Planning Initiation
Memorandum would serve three management functions. First, it would signal executive-
level interest in the results of the planning process, which has been demonstrated to be
essential for successful strategic planning in large business organizations. Within the
Pentagon, the Secretary's support would focus the attention of those officials needed to
make the process work. Secondly, it would emphasize that the planning process is not just
a routine, calendar-driven activity but is intended to address important issues. As a result,
the products of the process would remain current and useful for decision making. While
periodic reviews of plans and guidance should be part of the process, planning cycles

1 An important strand of the strategic planning literature relates to the problems of identifying plausibie

alternative states of the world.  These specifics provide concrete examples or situations that military
planners and tacticians can plan for and assess. It is essential that reasonable and unbiased planning
parameters be established. This requires a factually based view of the world, unbiased projections of
future trends, and realistic assessments of the constraints on defense programs. For an application in
defense planning, see Barry M. Blechman and Victor Utgoff, Realistic Planning Scenarios, Institute for
Defense Analyses, P-2030, July 1987,
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would also be undertaken as events warrant, because rapidly changing events could quickly
out-date plans. Finally, by specifying a range of possible strategies and budgets for
cxarnination, the directive would signal the Secretary's desire for flexibility and foresight in
preparing for an uncertain future.

2. Analysis

In the analysis phase, the DoD staffs would study the alternatives stipulated by the
Secretary, and develop assessments of the military and budget implications of the options.
Figure VI-2 provides a schematic diagram of the analysis process. In practice these
analyses would be interactive, with numerous feedback loops that are omitted from the
diagram for the sake of simplicity. There arc three main activities involved, as represented
by the three broad bands of activity highlighted in the schematic:

o  Military net assesstcnts: For each planning case, and year, alternaiive futures
and objectives are specified as shown at the top of the figure. (In the
illustration, 1995 and 2000 are used as examples.) Force goals arc postulated
for each year, and national security risks are assessed in the "net assessment"
analyses.

+ Investment area assessments: Given postulated force goals, current forces,
and projected budgets as inputs, the investment area assessments provide an
overall, time-phased summary of the programs and budgets needed to meet the
postulated planning goals. These assessment also evaluate the affordability of
the postulated force goals, providing an assessment of whether the strategy
options objectives under review are realistic.

* Resource Roadmap: The summary of the programs and budgets needed to
meet the force goals provides a roadmap for guiding near-term decisions on
programs so that the: ' are consistent with the long-range objectives.

The following subsections describe each of these three analytical activities or
products in greater detail.
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a. Net Assessments: Force Planning and Goal Setting

The purpose of the net assessments is to obtain military advice on the military
implications of the Secretary's planning options. The aet assessment process therefore
would postulate and analyze forces appropriate for the scenarios stipulated in the
Secretary's Planning Initiation Memorandum. The force goals would be defined by the
Chairman of the JCS, supported by the Joint Staif, the CINCs, and the Services.
Alternative strategic choices postulated for examination by the Secretary would require
examination of a range of force goals (and related force employment and deployment
strategies). Examples of the alternatives and tradeoffs that would be relevant include the
following:

*  Mix of active forces and reserves;

»  Balance of forces in being versus mobilization capabilities;

« Balance among the major defense missions, such as strategic versus
conventional, or NATO versus non-NATO;

- Balance of forward deployment, prepositioned squipment, airlift, and sealift ;
+  Forces and equipment for non-NATO combat;

+ Balance between the procurement of new weapons and maintaining the
readiness of existing forces; and :

¢« Mix of technology capabilities to be developed in the next 10 to 15 years.

It is proposed that the net assessments be organized by major mission area, such as
summarized in Table VI-1. The primary reason for this is that structure would provide a
planning framework that is compatible with the planning responsibilities of the CINCs.
The table includes eight major mission areas, along with one cross-mission area, focusing
on functions, products, or technologies that support several missions. An analysis similar
to those done for the mission areas would be done for each of these cross-mission areas.

Table Vi-1. Misslon Areas for Net Assessments

> Strategic « Space * NATO

* Pacific « Maritime + Regional and Low-
intensity Conflict

« Counter- « Mobility » Cross-mission issues
terrorism/narcetic
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In the proposed process, force planning and net assessments would continue to be
the responsibility of the Chairman of the JCS. The major steps are surnmarized in Table
VI1-2. The first five elements shown are inputs to the process, which are supplied by the
Planning Initiation Memorandum. Given these parameters and postulated forces,
ass:ssments are made regarding deter :nce, peacetime objectives, and warfighting
contingencies. These are then integr ted into an overall risk assessment. Such

Table VI-2. Steps In the Net Assessment

Strategy Inputs and Planning Guidance (from the Planning Initiation
Memorandura)

Definiticn of national security goals and interests
Summary of observed and projected military postures
Projections of trends in non-military factors
Altemnatives to reflect key uncertaintes or risk factors
Planning scenarios

Postulated Forces, Technology, and Infrastructure

e  Structure

¢  Modemization

»  Readinsss

*  Sustainability
Assessments

»  Deterrence and peacetime objectives
*  Warfighting gains or losses given occurrence of contingencies
Overall risk assessment

assessments are already conducted as part of the Joint Strategic Planning Systera, and the
tools for conducting this expanded level of analyses are available within the Joint Staff as
well as throughout the Dol community. The Joint Staff should provide the organizational
structure to systematically tap analyses conducted within the Services and other defense
agencies. These include military judgment, war games, computer simulations or models,
and possibly training exercises for some near-term assessments.

The CINCs and Services also should participate, as they provide needed expertise
and perspective for defining integrated forces.2 The CINCs' participation is essential to

2 As needed, the Joint Staff could form temporary task teams to prepare the net assessments. The task
teams would be drawn from the Joint Military Organizations, the Services, and OSD, and be dedicated
to the preparation of the analysis (on temporary duty assignment) and supporied by two or three
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reflect their perspectives on the mission areas (which correspond with their military
responsibilities). Further, their participation in the process would meet the goal, discussed
in carlier chapters, of giving the CINCs a more systematic mechanism for influencing the
overall direction of modernization programs. Service participation would provide a needed
mechanism for integrating their warfare area planning into coherent overall plans. As noted
in Chapter V, the Joint Requirements Oversight Council should be involved in developing
the modemization goals witnin this planning framework. This would provide an
opportunity for the JROC to infuse an integrated perspective into the overall modernization
program. Working together, the Joint Staff, Services, and CINCs could thus provide an
integrated military perspective in evaluating the strategic choices postulated by the Secretary
and in proposing commensurate force goals.

Force goals are a major product of the net assessments because they provide
essential inputs for the investment area assessments. They must stipulate target levels of
readiness, sustainability, and modernization over the planning period, as well as force
structure, because such targets are essential for translating force goals into programs.
(Force structure goals could be consistent with a wide range of programs, depending on
targets for modernization, readiness, and sustainability.) Goals would thus include the
major modernization initiatives relevant to a mission. An example of one set of force goals
for the European mission is presented in Table VI-3, which illustrates a proposed format
for enumerating these goals. The table presents several notional modernization initiatives
that would shape and determine acquisition programs.

strategic plannir . nrofessionals within the Joint Staff. The Marine Corps process for Mission Area
Analyses provi !.-» & useful model for this. The Marines bring flect officers to the headquarters for three
to four months, They work with a cadre of professional staft to develop the analyses and then retum to
uieir normal duty assignments,
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Table VI-3. A Notional Example of Force Goals for NATO Ground For.es

Force Goals for The 1990 to 2005 Planning Perlod
Misslon: Ground combat forces for forward defense in NATO/Europe
Assumed Future (important Contingencles and Risks):

Standing forces on both sides will be reduced through arms con'rol or unilateral force
reductions. Warsaw Pact cohesion is doubtful. Risk is Soviet policy reversal or European
intra-regional conflict.

Force Units: Close combat forces

The force goals summarize for major units (divisions, naval task groups, or air wings) the
goals in the four major capability areas: structure, readiness, sustainability, modemization.

1. Force Unit Structure:
Maintain two armored divisions forward deployed throughout the planning period.

2. Readiness Standards:

Throughout the period meet specified training and exercise standards, equipment
readiness standards, and deployment standards.

3. Sustainability Standards:
Fill 80 percent of CINC inventory objectives for war-fighting consumables.

4. Force Modernlzation Initlatives:
Equip two divisions with the 1995 generation armor package

Equip one division with the 1995 generation communications package
Equip one division with the 1997 generation air defense package

b. Investment Area Assessments

The investment area assessments perform the accounting calculations needed to
estimate the programs and budgets required to meet planning goals. Thus they provide the
bridge between the force goals postulated in the net assessments and the resources required
to meet the goals. Table VI-4 presents the main steps in an investment area assessment.
As noted in Chapter III, analyses such as these are already commonly done within the
military departments for their warfare, functional, product, or technology areas. These
include existing master plans, roadmaps, and mission area analyses. These individual
plans should be integrated by explicitly tying them to the planning paramcters stipulated in
the Secretary's Planning Initiation Memorandum; today there is no overall framework for
integrating such analyses.

I (Modernization packages would be defined in supporting documents.)




Table Vi-4. Investment Area Assessments

. Inputs:
- Postulated force goals
-  Existing forces
- Program options within the investment area
-  Projected budgets

« Analyses:

- Summary of Current Modemization, Technology, and infrastructure Programs:
Programs presently pianned and projected in the investment area, looking 15
years into the future.

- Operations and Support Analyses: Projects the costs of operating and
supporting forces at the target levels of structure, readiness, and sustainabiiity.

- Inventory Management for Sustainability: Acquisition needed to replace retired
or damaged hardware in the investment area. Examines technological
capabilities of current inventories, average age, physical depreciation, and
depraciation of war fighting capabilities.

- Major Modernization Options: Program opportunities for improving capabilities
in the mission area over the next 15 years, including service-life extension,
upgrades, and new equipment.

-  Technology Options: Long-range (15+ year) technology and threats relating to
the investment area. This analysis would help in setting and reviewing
technology goals and in detining needed programs.

- Infrastructure Options: This analysis would examine how the defense
production, technology, and scientific infrastructure contributes to force goals,
which would be used i setting infrastructure goais and in defining necded
programs.

«  Output

- Resource Roadmap: Examines the costs associated with the options in the
~ investment area (Operations and Support, Modernization, Technology,
and Infrastructure).

-  Affordability Assessment: Balarice of projected programs with projected
budgets.

Although investment area assessments aie commonly thought of in connection with
modernization programs, they can only be meaningful and useful if they also consider
operations and support programs as well as investment programs. (As was illustrated in
Figure VI-2, force capability at any point in time reflects a cumulative investment in people
and equipment; thus, forces in the year 2000 will reflect current capabilitics and the array of
budgets through the 1990s for maintaining and strengthening these capabilities.3) One
reason for this is that there are two importart tradeoffs between acquisition programs and

3 For example, if the average life of a major weapon is 25 years, then 60 percent of the equipment that
will comprise the year 2000 force has already been purchased. See Figure 14,
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operation and support programs that must be considered. First, the tradeoff between
spending for operation, sustainment, and support accounts and investment accounts is
generally recognized as a tradeoff between near-term and future forces. Second,
acquisition decisions shape the future inventory, thus irfluencing hardware-related
operations and support costs. Hence, both should be considered together in developing a
resource roadmap.

Investment area asscssments would not require the full detail of information
presented in defense programs and budgets. The planning process should be supported
with financial analysis tools in orde: to project the costs of operating, maintaining, and
modernizing forces.4 Financial planning, for example, could use projections based on
planning factors derived from historical cost relationships. Investment arca asscssments
also would provide a basis for setting goals with respect to technology development and
defense infrastructure. Technology development and demonstration goals would indicate
the broad areas of research and development that should be undertaken within the planning
period to explore possible building blocks for forces beyond the planning period--in 2005
and beyond. These goals would be organized by product area (such as aircraft, or radar),
technology area (such as integrated circuits, or materials), or warfare area (anti-armor).
Examples are illustrated in Table IV-5.5

Table VI-5. Technonlogy Goals

Technology goals would describe the new developments that would be undertaken in the
planning period for weapons that would be deployed bsyond the planning period.

For example: investment Area: Counter-air superiority in NATO/Europe mission
Important Threat Drivers: High-density counter-air, etc.
Altermnative approaches and essential capabilities associated with each.

Koy elements of deployable technology needed for approach to
succeed.

Goals for developing needed technoiogies, and projected milestones for
advancing into concept development.

4 Some examples include: The tools of analysis are described in Chapter 1.

5 As discussed in Chapter V, DoD already has established a process for developing overall long-range
technology goals through the establishment of R&AT task force.
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In parallel with the technology development goals, infrastructure goals would be set
in terms of the industrial and research and development capabilities to be maintained or
developed over the planning period. These goals could be either in support of planned
peacetime production requirements or preparations for mobilization, as illustrated in Table
VI-6. In the industrial area, goals might relate to production capability, production line
modernization, or maintenance and repair facilitics. One example might be munition
production capability goals; another might be programs to promote total quality
management in the defense production base in order to raise the overall level of
productivity. Goals for research and development would relate to the capabilities to be
maintained within the base of governmental and quasi-governmental labs and research
facilities or to government-subsidized research consortia. The planning goals would relate
to specific infrastructure programs or broad categories of capabilities, and would not serve
as a guide for directing business contracts to certain firms.

Table VI-6. Infrastructure Goals

Infrastructure goals encompass the defense science, technology, and industrial
infrastructure to be maintained over the planning period. They could also relate to the
infrastructure needed to mobilize forces or 1o programs and policies to improve the defense
supplier base. Goals would relate to areas such as:

. Maintain the science and technoiogy laboratory base

. Maintain the production base for ammunition or other high priority items
. Mair.:ain the manpower mobilization base

. Maintain standby transportation capabilities for mobilization

. introduce Total Quality Management in the defense contracting base

. Streamline the acquisition process

The lead responsibility for developing the investment area assessments and resource
roadmaps relating to modernization programs should be placed with the Under Secretary
for Acquisition, because its primary purpose is to guide the decision making process as it
relates to modernization. Staff should be assigned to take the lead responsibility for each
investment area, and be responsible for the investment area analyses in support of the
planning process as well as for developing and maintaining the resource roadmaps relating
to the long-range goals established in planning, which in turn would provide detailed
breakouts of programs summarized in the resource roadmap developed for the DPG.
During DAB milestone reviews, they would determine whether the program under review
is consistent with the resource roadmap.




c. The Resource Roadmap

The purpose of the resource roadmap is to summarize the time-phased programs
and budgets needed to meet a set of goals established in the planning process. Thus they
provide the bridge between planning and the actions that would be needed to carry out the
plans. In practice, all of the individual major modemization programs, as well as
summaries of significant modernization efforts within Service warfare capability areas,
would be summarized and related to the Secretary's goals. The resource roadmap would
thus provide an overall check on the internal consistency of planned programs.

The basic structure proposed for the resource roadmap is illustrated in Figure VI-3.
Panel (a) illustrates an overall roadmap, which shows the breakout among the broad
categories of the defense budget. It provides for funding of operations and support
activities at levels consistent with planning targets for structure, readiness, and
sustainability. It also provides for MILCON and other miscellaneous expenditures. The
final category then shows the projected funding available for modernization activities.
Panel (b) provides a more detailed view of the modernization roadmap. (Parallel detailed
roadmaps should be developed as well for the other budget categories, such as manpower
or operations.) In this proposed conceptualization, modernization prograrms are classified
into one of five categories in suppori of modernization goals:

* Idea generation: includes spending for meeting technology development goals,
including research and development, concept exploration studies, and program
demonstration and validation. This funding covers all of the "idea generation"
activities for the development of options, which may or may not be committed

for production. In the illusiration, spending for idea generation is projected to
continue at a relatively constant level of effort;

+  Defense infrastructure: includes spending for meeting defense infrastructure
goals, including productivity enhancewmnents, investments in emergency
production capabilities, materiels and fuels stockpiling, etc.

*  Current production programs (Milestone IIl+): includes projected spending for
all programs for which production commitments have been made. As these
programs mature, projected funding declines.

»  Programs in full-scale development (Milestone II+): includes projected
spending for programs with approval for full-scale development. As noted in
Chapter V, this milestone should be the major commitment point because it

marks the beginning of significant program costs; therefore, these programs
should fit within projected resources.
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*  Tentative or uncommitted programs (pre-Milestone II): includes projected
funds that either are tentatively earmarked for programs that have not already
passed Milestone II, or are projected to be available but are not yet committed.
These are tye funds that can be allocated for new programs coming up to
Milestone II without cutting back on existing plans.

Such a roadmap--backed up by underlying programmatic detail--provides a mechanism for
the Secretary to understand and manage the resource commitments implicit in acquisition
program decisions. The roadmap is structired to emphasize the Milestone II decision as
the point where major resource commitments are made. This is done in two ways--(a) by
treating the funding for the concept development and demonstration/validation phases as
investments in ideas rather than as commitments to a given program, and (b) by ensuring
that all programs passing though Milestone II are expected to be adequately funded.

As noted earlier, there will be an interactive process among the three components of
analysis--force planning, investment area assessments, and roadmaps--necessary to bring
the elements of strategy into balance. Improvements in tools and data will likely result as
the process matures, making it easier to examine alternative "what if" cases. The final
result of the analysis phase, as was shown in Figure VI-1, is a risk assessment and an
affordability assessment for each planning case examined. These assessments thus mesh
the four elements of strategy and provide an integrated view across Services, missions, and
functions.

3. The Integrated Options Memorandum

The planning process is designed to consider a number of strategy options and
alternative budget projections. The purpose of the Integrated Options Memorandum is to
summarize and integrate these analyses in a format that is most useful for the Secretary's
review. The Integrated Options Memorandum (IOM) would lay out the security options
and examine their implications for overall DoD programs and budgets. Preparation of this
document would be the responsibility of the Undersecretary of Defense for Policy,
working under the direction of the DPRB. (Since this document defines the integrated
force goals associated with strategic choices and resources, the senior decision makers
within OSD, the joint military, and the Services must oversee its preparation. In particular,
it is essential that the Chairman of the JCS provide an assessment of the options
considered.)

A notional executive summary is presented in Table VI-7 to illustrate the proposed
format. Such an outline would provide a high-level overview of strategic choices, along
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with commensurate operational strategies, forces, and resources. It would further provide
an overview of the planning issue cycle and describe the options considered in developing
the options memorandum. Examples of issues and options are shown to illustrate the types
of points that should be raised.

Table VI-7. The Integrated Options Memorandum (Executive Summary)

1. Reason for the review: Key challenges, opportunities, and choices
affecting forces and modemization programs
- Arms control
- Soviet policy dynamics
- Politics of NATO (US and European)
- Technology initiatives and developments
— Domestic budget politics

2. The maijcr strategic choices and associated iong-range integrated goals
detined. The net assessments and financial assessments presented.

Status quo--maintain current program balance

Competitive strategies for NATO (modernization emphasis)

Conventional arms control (restructure NATO forces)

Reserve reliance posture (shift units to reserves)

High mobility posture (reduce forward deployments, emphasize
Mobility, Basing, Host Nation Support)

cooom

3. Defense options and goals in the context of the overall economy 10 to 15 years
into the future. Defense budget reeded to support current program, and for major
options:

a. Baseline: Projected operating and support costs for sustaining the current
force

b. Budgets needed for successfu!l implementation of the options outlined in
preceding section {or risk assessment for alternative budget levels}

4. Major uncertainties to be resolved
-~ Threat
~ Economics
-~ Technology

5. Issues raised in developing the options memorandum
~ Points of strong staff agreement
~ Points where consensus is lacking

The executive summary would be followed by an integration chapter, providing
more detailed descriptions of the strategic choices examined. The integration chapter
should pull together the force options laid out in each of the mission areas into & coherent
package that meets overall budget constraints. For major modernization programs, the
chapter would describe the spending required, and the allocation of this spending across
mission and functional areas. As a benchmark, the integration chapter should always
present a long-range projection of the current program.

o o 9 - N . . .
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The integration chapter would be followed by chapters focusing on each of the
major mission areas, framing the issues and choices within each area. Opfions in each area
would be consistent with total resource constraints and keyed to the major strategic options
presented to the President. Each mission area chapter would describe the implications of
major mission area choices on the resource roadmaps, ongoing programs, research and
development efforts, and proposed new programs.

In summary, the three sieps in the proposed planning process would (1) define the
planning issues and options the Secretary wants the staff to study, (2) mesh the efforts of
the appropriate staff elements in assessing the military and resource implications of each
option, and (3) integrate the results in a comprehensive framework suitable for the
Secretary's review. The process thus would support the Secretary in establishing his
vision for developing effective, integrated forces, programs, and budgets.

B. THE DEFENSE PLANNING GUIDANCE

The Defense Planning Guidance provides the primary mechanism for the Secretary
to convey his vision and goals to the defense establishment. Hence it is the first step in
linking the long-range vision, established with the help of the planning process, into the
day-to-day decisions needed to implement the vision. The main elements of guidance
needed to perform this task have been identified in Secretary Cheney's DMR, These
include a documented, accessidle statement of national military strategy, planning
scenarios, force goals, and the resource roadmap, such as described in Table VI-§.

As noted easlier, scenarios would be specified in the initiation phase of the planning
process and published in the Planning Initiation Memorandum. They would provide the
Services and defense agencies with benchmarks for their planning and evaluation activities.
A set of these scenarios should be maintained throughout the process and published in the
Defense Pianning Guidance. Once scenarios are established in the Guidance, they would
be modified only as needed to reflect unanticipated changes in world events.

The planning process would develop alternative long-range goals and roadmaps for
cach of the planning cases considered. These alternative analyses are summarized for the
Secretary in the IOM and, based on these alternatives, the Secretary would review the
DPG's existing goals and the roadmap. As noted in the preceding section, goals would
cover three main areas--forces, technology development and demonstration, and
infrastructure for production and research and development. The roadmap would then
describe the time-phased funding projected to meet these goals.
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Table VI-8. Proposed Contents of the Defense Planning Guldance

Defense Policy, National Military Strategy, and Alternative Futures

The DPG should include the Secretary's Statement of Defens+: Policy and the National Military
Strategy

Planning Scenarios: Describe kinds of conflicts, threats, and operational
objectives the military should be prepared to fight.
Scenarios provide the parameters to be used in net
assessments and in assessing individual weapons
programs.

Goals: Long-range goals describe the Secretary's 15+ year
planning goals. Intermediate milestones franslate these
goals into needed near-term actions.

Forces: Force units, readiness, and
sustainability standards, and
modemization goals

Technology: Development programs for potential
weapons beyend the planning period

Infrastructure:  Technology and industrial capability
goals

Resource Roadmap: Describes the time-phased funding required for the
operaticns, support, and investment programs mi<eded
to achieve goais.

Priority Planning The specific, mandatory programs and actions the

Objectives (PPOSs) Secretary directs components to undertake. This
guidance should refiect a management-by-exception
approach, in which the Secretary gives specific guidance
only when he anticipates that components would not
otherwise undertake desired programs.

The Priority Planning Objectives (PPOs) provide the Secretary with a mechanism
for issuing directive guidance when needed to augment overall goals and roadmaps. This
selective approach is appropriate for two reasons. First, most of the Services' core
programs are consistent with an overall integrated program; the Secretary should not i.ave
to issue guidance to tell the Services to do what they would do anyway. Second, since the
proposed planning process involves the Services in establishing goals, the overall program
should be well understood by their senior leadership as well as that of the defense agencies.

To illustrate the role of the PPOs, consider the hypothetical force goals (listed in
Table VI-3) for the Army to upgrade communications for two armored divisions by FY
2005. The Sccretary may feel it necessary to issue only a general goal if he believes the
Army will modernize in a way consistent with the Department's overall goals. However,
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the Secretary may wish to direct specific facets he believes might not be incorporated in the
Service program, e.g., he may stipulate that any upgrade enable the Army to communicate
with the Air Force or the Marines. Other areas where PPOs would be appropriate include
joint mission areas or mission arcas such as air- or sea-lift, where the Army is a user and
another Service is a provider of the capabilities.

C. LINKING THE DPG WITH DECISIONMAKING

The DPG would provide the backbone of the proposed defense management system
by describing the basic direction for the Department's programs to decisionmakers
throughout the DcD. In doing so, it defines the constancy of purpose needed to guide and
discipline decisions on budgets and modernization programs. This section discusses how
the DPG should be used in these decision making processes.

1. Programming and Budgeting

Chapter IV indicated the need to create explicit procedural links between the
Defense Planning Guidance and both Service POMs and the program and budget reviews.
The proposed relationships are illustrated in Figure VI-4 for a start-up cycle of the process.
The figure illustrates an IOM resulting from a planning cycle conducted in the Summer and
Fall of 1991. Based on this, the Secretary would review the existing Guidance, and
reissue the DPG with any revisions at about the same time as the President's budget is sent
to Congress in January 1992, (This choice of dates represents a compromise desire to have
up-to-date guidance available for Service POM drafting, and the desire to incorporate the
program and budget decisions made in Congress and the White House in the fall of each
year. It is therefore proposed that the IOM be issued at about the time Congress completes
its annual budget cycle in October, and that the DPG be issued with the new President's
budget in January.)

The DPG could be used in dealing with the Congress (and with the public) in
explaining and defending the President’s budget, even though it would not be a public
document. The DPG also would be available for the final few months of the POM
development cycle in the Winter of 1992. (As a practical matter, the planning for the IOM
under development in 1991 would be done concurrently with the components' POM
preparation for their Spring 1992 submissions. Concurrent planning and POM
development provides an interactive framework for relating the POMs to the integrated
goals and roadmaps being developed in the planning process. Hence, component staffs
can begin to consider integration issues as the POMs are formulated in their early stages.)
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Figure Vi-4. A Proposad Start-up Cycle for the Planning, Programming and
Budgeting Linkage

As shown in the figure, the DPG would be used in POM development after Jan

1992. Then at the outset of the program review in the Summer of 1992, the DPG would be

reviewed and revised as needed to reflect changes. The procedures for establishing the

linkage in the program review cycle are straightforward, comprising three main steps as
summarized in the center of Figure Vi-4:

e At the outset of the program review, an execution review examines how well

programs have progressed relative to the plans, and reviews the existing

resource roedmap. In short, it provides an overall review of the current status

of programs. This review allows plans to be modified to reflect actual program
status, and thus sets the stage for the review of POM submissions;

» The DPG's goals and roadmap--as modified in the execution review--should
be used to evaluate the overall balance of the POMs in the DPRB issue cycle,
and should be incorporated in issue papers on specific program issues; and

»  The resuits of programming and budgeting should be incorporated in the DPG
at the conclusion of the programming phase. In particular, specific decisions
should relate to goals, the roadmap, and PPOs. Hence, the DPG provides a




systematic institutional memory, incorporating decisions as they are made, and
thus providing a basis for continuity and discipline in decision making.

In addition, in the longer run, periodic progress reviews should review programs in
terms of long-range goals. Benchmark, unrevised goals and plans should be maintained
for comparative purposes. For example, the goals set in 1991 should be retained to assess
the progress of programs over the next several years.

2. Acquisition Program Definition

Qur review in Chapter V concluded that an overarching framework for managing
defense modernization is needed in order to define individual programs so that they form
the appropriate building blocks for an effective and integrated force. To do this, the system
must ensure that an appropriate range of program options is considered, while at the same
time limiting long-range program cornmitments to a level that can be executed efficiently
with respect to costs and schedules. The Packard Commission recornmended that this be
done by withholding any long-term coramitment to programs until Milestone II. This
permits a range of programs to be explored at Milestones O and I--where funding demands
are relatively modest--while still retaining the ability to control the large resource
commitments that begin in full-scale development following Milestone II,

In this proposed approach, Milestone 0 would initiate a competition among program
a'«ernatives, which would continue through Milestone I. This competitive process would
be similar to the formal process in effect today, except that the Secretary (through the DAB)
would have n ore direct control over the allocation of funding for exploring options. The
process would be structured to solicit and select competitive proposals from a range of
organizational proponents, much as is done for major projects in the private sector. DoD
seed money would be available to fund this competition, and would support needed
concept studies and the demonstration and validation of technology applications. This
money would constitute investmerts in technology and program ideas, important products
in their own right. This competitive process would culminate in a major decision point at
Milestone II. At this point, either a winning concept (or concepts) is selected, a decision is
made to continue the demonstration and validation of alternatives in the program area, or
the demonstration and validation activities are terminated. Hence, the proposed process
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provides substantial flexibility in designing and developing options without 8 commitment
to carry each of them through to the field 6

The following sections suggest how this approach could be implemented;’ the
approach entails three fundamental guiding principles for DAB program reviews, as
discussed below.

a. Managing the Competition of Ideas at Milestones 0 and I

Chapter V described the early research and development activities, which are the
sources of new program ideas within the Services and defense agencies. The proposed
DPG would provide guidance for these activities. It would contain scenarios the military
should prepare for, as well as a projection of the funding likely to be available for
modernization and the extent of prior commitments on these funds. Hence, the guidance
would mesh these early activities with the Secretary's overall goals for modernization by
providing them with the information they need to make their ideas consistent with the
Secretary's overall modernization objectives.

Milestone O is the point at which a sponsoring community would translate these
ideas into a formal proposal for a program new start, much as is required in today's formal
process. The DAB's formal responsibility (advised by the JROC) would be to ensure that
this proposal meets a legitimate mission need. It should study the proposal and mission
need, and institute a systematic competition of ideas, as needed, to ensure that an
appropriate range of alternative cost, performance, and technology options is explored.
These options should then be studied and refined in the concept exploration phase.

Figure VI-5 illustrates the envisioned process. First, the Milestone 0 review would
be initiated when a sponsoring organization proposes a new program start (a "Mission
Needs Statement”). At this point, decisions would be made on how to structure the
competition of ideas in the concept evaluation phase. The DAB would solicit or

6 This kind of approach has been referred o in the past as a "flexible acquisition strategy.” For an early
description of such a process see, "Report of the Acquisition Cycle Task Force, Defense Science Board
1977 Summer Study,” (Washington D.C.: Office of the Under Secretary of Defense for Research and
Engineering, 15 March, 1978). More recently, several papers have addressed the need for a flexible
acquisition strategy. These include, Ted Gold and Rich Wagner, "Long Shadows and Virtual Swords:
Managing Defense Resources in the Changing Security Environment,” Unpublished manuscript,
January, 1990, and Paul H. Richanbach, et.al., "The Future of Military R&D: Towards & Flexible
Acquisition Strategy,” Unpublished manuscript, Institute for Defense Analyses, July 1990.

The DMR has gone part way toward the Packard model in moving the main decision point from
Milestone 0 to Milestone I. This is discussed in Chapter V.
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commission a range of concept studies. These options would be chosen based on a review
the goals, roadmaps, and scenarios in the Defense Planning Guidance. As indicated by the
matrix of options in Figure VI.5, these options should include a range of possible
modification programs, upgrade programs, and non-traditional approaches. The
organizations conducting these studies might include the Services, Labs, FFRDCs, or
defense agencies. Within these options, a range of more expensive or less expensive
alternatives should be considered, so that decisionmakers have the flexibility to adopt a
modernization approach that is consistent with projected available budgets.

Funding for the concept studies would be allocated from concept development
funds, some of which would be controlled by the Under Secretary for Acquisition, some
by the Services, and some by defense agencies. These funds would be allotted annually on
a level-of-effort basis by the DPRB. Such an approach would accomplish three important
purposes. First, it would retain the DPRB's overall control of concept studies, but it also
would give the USD(A) substantial control over the range of studies to be conducted.
Second, it would solve the problem of time lags in funding concept studies by decoupling
the funding of individual studies from the annual funding cycle (time lags being duc to the
differing time-cycles of DAB and DPRB decision making, as noted in Chapter V). Finally,
it would focus program and budget decision making on the overall pool of idea generation
projects rather than on specific programs. This pool of funds would be limited, so
alternative studies would in effect have to compete for funds in Milestone 0.

Milestone I would operate in a similarly competitive fashion. As illustrated in
Figure VI-5, the Milestone I review would examine the competing concepts and select
some for further study and development. This stage would continue the competition
among the options under consideration, committing additional funds to further develop
concepts to the point where informed choices can be made. As with concept exploration
analyses, these analyses would be funded out of a demonstration-validation level-of-effort
fund, which would be allocated annually by the DPRB. Through the management of
demonstration-validation funding, the DAB, Services, and defense agencies shape the
overall pool of program ideas that are to be explored.

In summary, this approach entails a shift in philosophy toward managing an overall
pool of ideas that are to be explored in the early milestones, rather than focusing on the
details of individual programs.® This requires development of a competitive process array

8 Gold and Wagner, Op. cit., describe the current process as a "pipeline,” because in practice, once a

program is approved at Milestone 0, it almost always is carried through to production and fielding.
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of decentralized research, studies, and analyses consistent with overall modernization
objectives. The main management concern for the Defense Acquisition Roard is to ensure
that an appropriate range of options is cxplored. It would use the DPG as its guide, and
thus reconcile the options that are to be explored in each mission area with the long-range
roadmap.

b. Linking Programs with the DPG Roadmap at Milestone II

The purpose of the early milestones can be viewed as defining a range of options,
cach of which provides a potential building block for an integrated force. These options
may include high- and low-cost options, which entail differing technology approaches as
well as alternatives for modifications or new programs. Programs would not compete for
long-range funding in the modernization roadmap in these early milestones, because there
is no long-range commitment until that time. However, the roadmap would help guide the
design of alternatives since it provides sponsors with a framework for estimating the rangc
of options that are likely to be affordable. Once these options are defined and Milestone II
is reached, the architects of the integrated force can review and choose those that are most
appropriate, given projected objectives, strategy, threats, and budgets. Hence, the carly
milestones would increase flexibility in that, at any point in time, there would be a range of
possible modemization programs ready to begin full-scale development.

Chapter V showed that resource requirements become substantial when full-scale
development begins, so it is proposed that programs generally should not be allowed o
begin full scale development unless it is highly probable that the program will be fielded.
Hence, Milestone II approval should be viewed as a tentative decision to develop and field
the weapon. Therefore, the program's projected budget must fit within the available
uncommitted funds within the modemization roadmap.? The Milestone II decision thus

The flexible approach advocated by them, the Packard Commission, and others, moves this point of
commitment until much le.er in the program. Hence, more ideas can be flexibly explored without
necessarily making a commitment to any one of them,

9 This process is not meant o suggest that a "commitment” 10 a program is unbreakable. Committed
funds for existing programs may be reduced 10 allow other new programs to get staried. However, the
emphasis should be on maintaining stability en existing programs. From a management standpoint,
the important contribution of this approach is that it allows decision makers to see the effects
individual program decisions have on the overall commitments for modernization relative to projected
budgets.
1t should be noted in this regard that the 1990 Defense Science Board Summer Study of an R&D
strategy for the 90's proposed a multitrack acquisition process. The acquisition decisionmaking
paradigm in this report would apply to the DSB's "mainstrem” programs, which include traditional
mojor acquisition programs, The DSB's proposed "fast track” prototype programs are not intended to
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requires each new program to compete against the entire array of existing and projected
modernization programs in obtaining commitment for projected modernization budgets.
For example, the high-cost and low-cost options for armor modernization would be
considered against alternatives for aviation and communications modernization, and
decisionmakers could choose which mix is most appropriate.

Because of the importance of this decision, Milestone II should be the point at
which a program is reviewed concurrently by the DAB, the DPRB, and the JROC--a
review that has in the past been done at Milestone 0. Our discussion up to this point
provides three reasons for holding this concurrent review at Milestone II. First, the
demonstration and validation studies should provide enough knowledge about the
alternatives explored to allow reasonable decisions to be made as to which options best fit
within existing goals. Second, since resource commitments begin to grow at this point, it
is appropriate to take a hard look at each program before proceeding. Third, in our

proposal, this d22ision tentatively sets aside resources for the program in the Department's
long-range roadmap.

asking the DAB and JROC to prepare an issue paper on projected Milestone II reviews for
the annual program and budget reviews, along with an analysis of the projected impacts of
tentative decisions on the modernization roadmap. Alternative decisions could be described
and analyzed. The DPRB would review these and offer its assessment for the subsequent

Milestone II decisions. The Milestone reviews and decisions could then reflect these
assessments.

¢. Validating Program-Level Analyses and Data as a Basis for
Decisionmaking

Chapter V concluded that program-level analyses should provide an important link
between acquisition programs and strategy. However, they of x.“themselves become part
of the competitive advocacy process. Hence, some discipline needs to be imposed on
program-level analyses to ensure they are consistent with integrated planning scenarios,

be deployed in large numbers, and therefore could pass Milestone IT and enter full-scale development
without identifying production funding in the investment roadmap. See, 1990 Defense Science Board
Summer Study: "R&D Strategy for the 1990's, Summary Briefing,” undated.
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goals, and roadmaps. Three specific steps are recommended to ensure program-level data
and analyses are adequate to support the Milestone II review and selection process:
*  The DAB should be presented theater-wide, or mission-area, assessments that

consider broad tradeoffs among the program options under consideration as
well as between these options and other programs.

o The DAB should confirm the consistency of the scenarios, operational
objectives, and operational strategies used in these program-level analyses with
those used in joint military planning and the DPG.

* ‘The DAB should confirm the data on costs, schedule, performance, and threats
used in these analyses. In particular, emphasis should be placed on
prototyping and testing critical technologies, and examining system integration
issues in the demonstration and validation phase in order to develop adequate
inforrnation on the expected costs and performance of a proposed option.

Combat analysis of programs can be done on several levels: one-on-one, small
unit, tactical, mission, or global. One-on-one and small unit analyses are needed to
develop the information on the expected performance of possible weapon programs.
However, weapon capabilities are interrelated; therefore, to fully comprehend possible
tradeoffs, potential weapons also must be considered at the mission or global level.
Milestone II is the appropriate point for such analyses to be carefully reviewed because it is

at this point that each program option must compete for funds with a full range of
alternative modemization programs.

In sum, Milestone II should provide the critical decision point for ensuring that the
major programs chosen to move into full-scale development and production fit within the
overall roadmap for modernization. The overall modemization program developed through
this process includes the set of individual modernization programs that the DAB, DPRB,
and JROC agree provide the best building blocks for developing integrated forces within
projected budgets. Thus, if a program is consistent with the roadmap, it is part of the
integrated program and is therefore linked with strategy.

D. CONCLUDING REMARKS

This chapter has offered a prototype system for managing DoD modernizatior
programs that supports Secretary Cheney's DMR reform agenda, without requiring redical
overhaul of the DoD's existing organizations and management proce sses. The prototype
includes an improved staff planning process, a stronger Defense Planning Guidance, and
procedures to link the existing decision making process with the Guidance. In designing
this system, more radical, far-reaching reforms were considered. One proposal considered
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was to develop programs and budgets organized by CINC mission areas. Another was to
increase the role of the White House in defining integrated defense programs, along the
lines of the process established by Secretary McNamara in the Kennedy Presidency. After
reviewing such alternatives, we have concluded that pursuing them would be unwise.
New approaches would be counterproductive as long as the system is still accommodating
the changes set out in the Goldwater-Nichols Act, the Packard Commissior, and the
Defense Management Report, The actions we recommend support ongoing reforms, and
we believe they are sufficient to substantially strengthen the linkage between acquisition
and strategy. Chapter VII provides an agenda to begin implementing this proposed
management system.




VII. AN AGENDA FOR STRENGTHENING THE LINKAGE

The Defense Management Report, issued by Secretary Cheney in July of 1989, set
an agenda for strengthening the defense planning and guidance processes within the DoD.!
Continued efforts are needed to define and establish the long-range planning framework
consistent with the goals of the DMR, and to link this planning with decision making. The
prototype management system outlined in the preceding chapter is intended to achieve
substantial progress in developing the needed framework for planning and decision making
within the DoD's existing management organizations and processes.

The agenda includes strengthening planning and guidance, revising resource
allocation procedures so that decision making links programming and budgeting with
planning and guidance, and revising DAB and JROC procedures to establish an
overarching framework for managing modemization. The steps proposed are as follows:

1. Complete the development of Investment Area Assessment tools and
data bases within the Office of the Under Secretary for Acquisition.

*  Prepare these in USD(A) with the help of the Services.

* Create a first cut based on existing plans, master plans, and mission area
summaries.

» Integrate these so that investment area options for individual programs can be
linked to Joint Staff force goals.

»  Structure the analysis to provide needed products: resource roadmaps,
infrastructure and technology goals, and affordability assessments.

2. Establish Procedures for Meshing Joint Military Force Planning with
OSD/Service Investment Area Assessments.

*  Define mission areas as appropriate to correspond with major strategic choices.
The CJCS sh:1d create task teams from CINCs, JCS, and the Services as
needed for each major mission area.

1 A progress report on implementation of the DMR recommendations was issued by Secretary Cheney
on January 11, 1990. The DMR proposals address a wide range of long-standing concerns with defense
management, with a heavy emphasis on the acquisition process. In the area of acquisition
management, the DoD has accomplished several goals.

VII-1




*  Structure force planning so that the force goals considered can be linked to
strategic objectives, operational strategy, forc. ., and resources stipulated by
the Secretary in a Planning Initiation Memorandum.

«  Structure force planning so that it meshes with the OSD/Service investment
area assessments.

»  Structure the analysis to provide needed products: force goals and risk
assessments,

3. Test the proposed planning process.
¢ Issue a Planning Initiation Memorandum in the fall of 1990,

+  Conduct the analyses outlined in steps 1 and 2 above for the cases stipulated by
the Secretary in the Planning Initiation Memorandum.

«  Publish publish an Integrated Options Memorandum (I0OM) summarizing the
results of these analyses by the summer of 1991,

4. Incorporate the results of the planning test cycle in the Defense
Planning Guidance to be issued in 1991.

*  The DPG should incorporate planning scenarios, goals, and roadmaps based
on the planning process.

5. Adopt DPRB procedures to incorporate elements of planning in the
program and budget reviews for FY 1993-1998 programs and e FY
1993-94 budgets.

*  Base Service POMs on the goals, milestones, and roadmap in the Defense
Planning Guid:-»-2 to be issued in 1991.

* Incorporate the DPG's long-range goals, milestones, and the financial roadmap
in the DPRB program and budget reviews scheduled for the Summer of 1991.

* Revise the goals, milestones, and roadmap based on DPRB decisions.

*  Subsequently, review progran: progress using the long-range goals and
milestones as yardsticks.

6. Use the DAB and JROC for management of the overali modernization
program.

*  Manage a competition of ideas at Milestones 0 and 1.

~-  Provide necded program focus at Milestone 0 by appointing a
program manager.




R 2 B W

-

-- At Milestone 0, focus on the military capability alternatives to be explored.
Focus on defining the threat drivers that should shape programs and on
identifying make ur break critical technologies associated with alternative

solutions. Use these to establish appropriate selection/approval criteria for
Milestones [ and II.

-~ At Milestone 0, delete requirements to focus on affordability, life-cycle
costs, and acquisition strategy, because these requirements encourage
program Sponsors to narrow in on specific programs too early.

-- Base Milestone 0 and I reviews on the DPG's scenarios, goals, and
roadmap to ensure the range of options explored is consistent with overall
modernization objectives.

-~ Solicit or commission altemative study teams as needed to ensure the
appropriate range of technology options is considered. Provide the Under
Secretary for Acquisition with the required funding.

-- At Milestone I, insist on useful competitive prototyping for demonstrating
and validating concepts.

*  Mesh each major program plan with the long-range investment roadmap at
Milestone II. As a practical matter, this step links the program with the overall
strategy and projected budgets.

-- Jointly review programs in the DAB, DPRB, and JROC at Milestone II,
--  Pass only those programs with funding allocated in the roadmap.?

--  Earmark funding in the roadmap for each program passing Milestone II.
This is a tentative long-range commitment to the program.

¢ Confirm the validity of program-level data as a basis for decision making,
particularly at Milestone II.

--  Require theater-wide assessments that consider broad tradeoffs,

--  Confirm the consistency of analysis with Joint Military Planning and
the Defense Planning Guidance. (For example, are assumptions
consistent on planning scenarios, operational objectives, and operaticaal
strategies?)

--  Confirm data on costs, schedule, performance, and threats. Include as
decision criteria prototyping results that validate data on costs and
performance.

2 Asnoted in Chapier VI, if a "fasi track” prototyping approach is adopied, as recently recommended by
the Defense Science Board, such "fast track” programs should be identified at this point.
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